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TUESDAY, APRIL 7, 1959 


House or REPRESENTATIVES, 

SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES, 

OF THE COMMITTEE ON MERCHANT 
Marine AND FISHERIES, 
New York, N.Y. 

The subcommittee met at 10 a.m., pursuant to adjournment, in 
room 705, Maritime Administration Building, 45 Broadway, New 
York, N.Y., Hon. Herbert C. Bonner (chairman) presiding. 

Present: Representatives Bonner, Garmatz, Zelenko, Anfuso, 
Downing, Casey, Johnson, Ray, Mailliard, and Glenn. 

Staff members present: John H. Drewry, chief counsel; Bernard 
J. Zincke and Robert H. Cowen, counsel. 

The Cuatrman. The committee will come to order. 

The hearing today is the beginning of our field study of the Steam- 
ship Conference System and its impact on the American merchant 
marine and on our import and export business. 

You are well aware, of course, that a decision of the Supreme 
Court on May 19, 1958, cast doubts on the legality of the dual rate 
system widely used by steamship conferences as a device for assuring 
continuity of shipper patronage. As a result of that decision this 
committee held hearings on H.R. 12751, to amend the Shipping Act, 
1916, which subsequently became Public Law 85-626. This legisla- 
tion was enacted as an interim measure to provide a reasonable time 
for a thorough study of the entire operation of steamship conferences 
and their practices. 

This study which we have undertaken is the first intensive and ex- 
haustive study of this subject that has been made in 44 years. We 
are well aware that the subject is too broad and too complex to allow 
for any hasty action. 

The committee staff spent most of the adjournment interviewing 
people who had a direct interest in the problem which now confronts 
us and on February 25, 1959, we began hearings in Washington. The 
committee has devoted much time to this problem, realizing full well 
the important position it holds in regard to all people who are di- 
rectly interested in our merchant marine and its service to American 
shippers and exporters. 

We felt that without question our study could not be complete 
unless we held hearings in this, the greatest port city on the face of 
the earth, so that we might be given the benefit of the experiences 
which you people who will appear as witnesses here before us have 
had in all phases of the shipping industry. It is our hope that this 
hearing, as well as other hearings to be held around the country, will 
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help to clarify some of the now existing facets of this most complex 
problem. It is my personal belief that the task before us will prove 
to be one of the most challenging and constructive which the Com- 
mittee on Merchant Marine and Fisheries has ever undertaken. 

The first witness this morning will be Mr. Donald F. Wierda, 
general freight traffic manager, United States Lines Co. 

Mr. Wierda, do you have copies of your statement ? 


STATEMENT OF DONALD F. WIERDA, GENERAL FREIGHT TRAFFIC 
MANAGER, UNITED STATES LINES CO. 


Mr. Wierpa. Yes, sir. They are being distributed now. 

The CuHarrman. You may proceed, sir. 

Mr. Wrerpa. My name is Donald F. Wierda. I am the general 
freight traffic manager of the United States Lines Co., 1 Broadway, 
New York City. 

The United States Lines operates 55 cargo vessels and 2 passenger 
vessels on trade routes declared essential by the Federal Maritime 
Board. All of these vessels are under the American flag and we are 
subsidized on each of these trade routes. 

We operate regular services between North Atlantic ports of the 
United States and Germany, Belgium, Holland, France, the United 
Kingdom, and the Atlantic coast of Spain. On these trade routes 
we sail about five vessels per week. In addition we operate a fleet 
of six vessels from South Atlantic ports of the United States to 
the same areas in Europe with approximately three sailings per 
month. We also have a service with nine Mariner vessels between 
the Atlantic coast of the United States and the Far East and an 
additional fleet of eight vessels between the Atlantic and gulf coasts 
of the United States, and Australia and New Zealand. 

Mr. Clarence Morse, Chairman of the Federal Maritime Board, 
has given a careful review of the conditions which exist in the inter- 
national shipping industry, and the need for some effective system 
to preserve stability of rates and services. We fully endorse his 
conclusions that an effective dual rate system or some other tying 
device is necessary to accomplish these aims. 

The United States Lines has had a great deal of experience in its 
various trades with such problems as overtonnaging, rate wars, and 
nonconference competition. We have found that conferences with 
an effective tying-arrangement offer the only hope of permitting each 
line of every nationality to compete on an equal basis and of pro- 
moting stability in foreign trade. 

Opponents of the conference contract system have characterized 
it as a monopoly. While many conferences use a contract system to- 
day, I know of no trade where a monopoly exists. On the contrary, 
the conference system enables the small lines to live alongside the 
larger lines. 

Mr. Chairman, in some of our conferences we have steamship com- 
panies which are sailing eight vessels per month, for example, living 
alongside other steamship companies which are sailing only two ves- 
sels a month, so that to characterize this as a monopoly is, of course, 
completely erroneous. 

But conferences are ineffective unless they are able to defend them- 
selves against irresponsible nonconference competition. The exist- 
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ence of so many cutthroat nonconference operators makes necessary 
some device by which the conference lines can protect themselves. 
Unless conference lines are assured of support by means of an effec- 
tive contract system or other tying device and assured of some defense 
against predatory nonconference » operators, then the conference sys- 
tem is useless and meaningless. 

One of the most competitive areas in the world is over the North 
Atlantic between the Atlantic coast of the United States and Europe. 
It encompasses the trade to the United Kingdom, France, Belgium, 
Holland, and Germany, all of which are great maritime nations in 
their own right. This trade is the arena of intense competition be- 
tween lines carrying the flags of these nations as well as those of many 
other nations. ‘Since this area in Europe is also on the doorstep of 
lines proceeding to and from the Scandinavian and Baltic countries 
many of these national lines dip in and out of our continental trade 
when it suits their purpose. 

The greatest concentration of competition in the North Atlantic is 
to the Antwerp-Hamburg range of ports which includes the countries 
of Belgium, Holland, and Germany, together with the extensive 
hinterland including Switzerland, Austria, parts of France, et cetera. 
The nonconference operators also concentrate in this area and duri ing 
1957 there were 96 foreign-flag nonconference sailings to the Antwerp- 
Hamburg range, all made by rate cutters. In 1958 nonconference 
sailings increased even further to a total of 142. 

There were also, Mr. Chairman, three other American-flag lines 
who advertised services in the North Atlantic trade as nonconference 
operators during these years. That was the States Marine Co., 
Waterman Co., and the Isbrandtsen Co., but none of those lines were 
after commercial cargo as such. They were carrying military cargo 
across the Atlantic and advertised to qualify for the carriage of mili- 
tary cargo, so that every one of the nonconference operators compet- 
ing against us in the North Atlantic trade are foreign-flag lines. 

I have a footnote there, sir, which breaks down the foreign-flag 
sailings by the individual line. I will not read it unless you desire 
me to. 

The Cuatrman. That will be put in the record. 

Mr. Wrerpa. Thank you. 

(The matter referred to is as follows:) 


Nonconference sailings 








| 
| 1957 | 1958 

| 
Meyer Line (Norway)...-------------- chet lesvedethnskanee cil i wae as | ath 
Wallenius L = MND sa adcihe nailr asin cetacean adsatcacerthhecbeusbetacsesaccsmaseeas , | 16 23 
Miteus (apn) - - <<. <n ss nn 5 ss ess se heb ene se -| 26 21 
Mamenic th POR Sec cnnacduinanietoe sass ibieuin noackiae anon cae paidduasenwasneucmnmuccita 4 | 19 
Chilean Line (Chile) __-.._-.-.-------- Sadasslndhbenseoeseced ated s atateadipa Mets eet aaa ne | 14] 7 
Pee Te Ce OR NON a ee eal is in oo evele tba c ona siancabsiancaie eben beesoe 9 
REPU cub cs can btabere dakstbaiasbscdeceddaduadtheaqudocueeaeiuuavare cipensaccohiandocpes iene 1 
RID. 5 £5 8 teacads. cabcgirapaetnanen at bhcaciiceuenancesatweibee qadasabxasate eas i ee fin Si 


Mr. Wierpa. The impact of these sailings becomes obvious when it 
is considered that approximately 870,000 tons of general cargo moved 
to that area in 1957 and the nonconference carriers offered sufficient 
capacity to lift about 80 percent of all the general cargo that moved 
on liner vessels. 
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These nonconference operations take many different forms. The 
most frequently encountered form of nonconference competition 1s that 
engaged in by the Isbrandtsen people in the Japan-Atlantic trade and 
formerly in our North Atlantic trades. But there are many other and 
perhaps more vicious types of nonconference competition which exist 
in our North Atlantic trades and which demonstrate the absolute ne- 
cessity of conferences having not just a contract system but an effec- 
tive contract system. 


THE 10 PERCENT OR ISBRANDTSEN TYPE OF RATE-CUTTER 


The type of nonconference competition offered by the Isbrandtsen 
Co. in the Japan-Atlantic trade and formerly in our North Atlantic 
trades is probably the simplest and oldest type of outside competition. 
This type of operator quotes about 10 percent under the conference 
rates and uses those conference rates as an umbrella. Any suggestion 
to this committee that these nonconference rates are made on any other 
basis is just not true. 

The rate war in the homebound trades from Japan was the result 
of a single nonconference operator with 13 percent of the sailings be- 
coming too greedy and obtaining too great a share of the cargo—34 
—-- buying that cargo with cheaper rates. Even today, the 

ines trading between Japan and the Atlantic have not recovered from 
this vicious rate war which began 6 years ago. The rates on cargo mov- 
ing from Japan to the Atlantic are still appreciably below the rates 
which obtained in 1952 and this in spite of the fact that the operating 
costs have steadily and appreciably increased during the same 6 years. 

This type of cutrate operator also exists in the North Atlantic. The 
Meyer Line, a Norwegian company operating seven ships in the North 
Atlantic continental trade, charges about 10 percent below conference 
rates in each direction. In the South Atlantic range of ports in the 
United States, we are confronted with the Vincke Co., a Dutch-flag 
line which is also a 10 percent ratecutter on the Isbrandtsen pattern. 
I think it will interest you to know that this Vincke service is repre- 
sented in the United States by the Amerind Co., a subsidiary of Is- 
brandtsen until its recent sale. 

In that connection, Mr. Chairman, I would like to refer back to the 
hearings which you held about a year ago on the interim dual rate 
bill and the testimony which was given by Mr. Crinkley of the 
Isbrandtsen Co. at that time. He mentioned, on page 195, that 
Isbrandtsen had started a service from the gulf, mainly with foreign- 
flag lines, and that about 2 years ago, which would make it about 1955, 
he said that they disposed of that line to their former agents in Hol- 
land, Messrs. Vincke and company. Here is Isbrandtsen starting 
with foreign-flag vessels out of the gulf and our South Atlantic ports, 
the area in which we are interested, on a 10-percent rate cutting pat- 
tern which is the usual pattern and, when they decide to give up that 
service, they turn it over to another foreign-flag company, in this case 
the Dutch Vincke Co. whom we have to compete with today down 
there. They are not competing on an equal basis and are undercuttin 
our rates in the South Atlantic area all established by the Isbrandtsen 


Co., according to Mr. Crinkley’s evidence before this committee last 
year. 
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All liner companies are primarily interested in the carriage of gen- 
eral or package cargo as distinguished from bulk cargoes such as grain. 
Liner vessels filled only with package cargo is the ideal. 

The 10 percent ratecutter is in an excellent position to do this, for 
all of his efforts are exerted toward obtaining higher paying package 
cargo. 

The Meyer Line in the North Atlantic, for example, have been able 
todothis. Iam informed that during the past 6 years they have car- 
ried a total of 14,500 tons of grain on only six of the approximately 
200 sailings they have made during this period. In contrast, the U.S. 
lines have had to carry grain on aniivetie every sailing, and we have 
lifted 1,078,452 tons of grain to this area during the same period. 
Our average grain carryings were about 1,800 tons per vessel over the 
years, Mr. Chairman. 

' The nonconference lines not only get a disproportionate share of 
the cargo moving but this demonstrates that they also get the best 
paying type of cargo. 

I wanted especially to bring out this point, Mr. Chairman, because 
I presume that during your investigations when you get figures before 
you showing the amount of tonnage being carried by nonconference 
lines as well as conference lines you should keep in mind that 1 ton of 
high paying machinery on the one hand is not offset by 1 ton of low 
paying grain on the other hand. Cold statistics do not give the actual 
true facts of what the effect of this competition is. 


THE ONE-WAY CONTRACT OR INDUSTRIAL CARRIER 


We have several lines in our North Atlantic trades which do not 
belong to our conferences and which are not common carriers in the 
true sense of the term. These lines operate on the basis of obtaining 
a firm nucleus of cargo, preferably by a low-rated long-term contract 
and supplement this nucleus by booking other general cargo on an 
open-rated or nonconference basis. 

In recent years there has been an increase in the number of Euro- 
pean automobiles imported into the United States, and certain Euro- 
pean-flag lines, such as Wallenius, Hycar, and the Breme Schlues- 
selreederi, have negotiated contracts to carry these automobiles 
to the United States at very low rates. Automobiles, however, are 
a bulky commodity compared to weight and these nonconference 
carriers, therefore, find it necessary to obtain heavier bottom cargo 
for their vessels. They do this by booking general cargo on a cutrate 
basis. Their primary interest is the movement of automobiles, and 
the full range of their vessels are not available to shippers of other 
commodities. Their only desire is to obtain bottom cargo regardless 
of rate so that their ships can make a safe passage to the United 
States. Once their vessels are on this side they, of course, have to 
get them back to meet their further automobile commitments and 
these vessels operate nonconference in obtaining homebound cargoes. 

When grain rates are high they may carry grain back to Europe, 
but when the market is depressed, as it is today, these cutrate oper- 
ators concentrate on getting general cargo below conference rates. 
This type of nonconference operator comes in and out of our gen- 
eral cargo berth according to market conditions and, without an effec- 
tive tying device, the established liners operators are defenseless. 
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THE “WAY-PORT”’ NONCONFERENCE OPERATOR 


This type of nonconference operator stops at our ports along the 
Atlantic coast or in Continental Europe only as an incidental por 
call to its basic trade pattern. For example: the Chilean line ie 

between South America and Europe has stopped at North Atl: antic 
ports and has filled their space on their way to Europe with our At- 
lantic cargo at nonconference rates. The Mitsui line on their east- 
bound “round-the-world” service are cutrate operators on the leg 
between our Atlantic coast and E uropean ports. 

The Finn line operating between the United States and Scandi- 
navian ports and the Polish Ocean line on its way to and from Baltic 
ports present a nonconference cutrate operation into our range when 
they are unable to obtain suflicient cargo on their own basic routes. 
We nese made representations to both these lines requesting that they 
respect our conference rates but they have both refused to do so. 

Since that was written, Mr. Chairman, we have received in the east- 
bound North Atlantic Conference an application from the Finn line 
to join that conference but thus far they have made no move what- 
ever to join the conference homebound from Europe to the United 
States. 

THE SHORT-TERM CHARTERER 


This is perhaps the most damaging type of hit and run competition 

by nonconference operators. The ‘short-term charterer has no in- 
tention of establishing any kind of a responsible service. This type 
of competitor arises when the charter market is greatly depressed. 
He then charters foreign-flag ships at extremely low rates for very 
short terms with the intention of slashing rates to whatever degree 
iS necessary to obtain cargo. He usually owns no vessels, has no 
staff, and has no in vestment in piers and other facilities. In short, 
he has no real investment in the trade and appears solely for the pur- 
pose of making a quick killing, leaving when conditions change— 
leaving the trade, I may add, in much worse condition than he 
found it. 

I should like to explain to the committee just how a short-term 
charterer operates. He first lines up one, two, or perhaps three large 
lots of cargo at cheap rates. When this has been Jon he will charter 
a cheap ve essel for one trip across. Bear in mind that he only operates 
when charter rates are very low and ships are plentiful. 

After the basic cost of chartering has been made, this type of op- 
erator then books other general cargo at any rate, however low, and 
with exorbitant commissions to forwarding agents, so long as the 
net to him is in excess of the handling costs. A one dollar margin 
to him is a net profit—to a company like ours it is only a small con- 
tribution toward maintaining and replacing our fleet or toward the 
cost of operating our piers or meeting other fixed and inescapable 
expenses. 

When I had the privilege of appearing before this committee last 
vear, I mentioned as examples of this type of competitor, the Nautica 
Line and the Mamenic Lines. The Nautica Line started in business 
in December 1957 in our North Atlantic trade, charging rates as much 
as 50 percent below those of the conference. They finally went out 

f business in the summer of 1958. 
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The Mamenic Lines commenced service in September 1957, and their 
charters are usually for very short terms, in many instances for only 
il trip across. Sometimes they charter for two voyages and on rare 
occasions for a 6-month period. I understand that these charters 
have been fixed at just about the break-even point for the vessel owner 
or perhaps involve a small loss. An owner sometimes is willing to 
charter at a small loss since he feels it would be better to keep his ship 
in operation than to lose even more money by laying her up. 

Take the vessel Vedby, forexample. She was chartered by Mamenic 
December 18-21, 1958, at a rate of $725 per day for a single eastbound 
trip across the Atlantic. Mamenic had scurried around and booked 
a | aon of lard from our North Atlantic ports to the United Kingdom 
at a rate considerably below the conference rate. They then proceeded 
to the South Atlantic to fill out with paper products, also at cut rates. 

This typical charter costs Mamenic about $21,750 per month. In 
comparison, the cost to an American-flag operator averages about 
$2,500 per day or $75,000 per month. Moreover, the costs to an 
American operator such as the United States Lines are continuing 
because we own our vessels and we must perform minimum require- 
ments under our subsidy contract. We cannot operate on a quick 
one-way basis and divest ourselves of all our obligations on comple- 
tion of discharge in a foreign port or when times are bad. 

Mamenic Lines have not confined themselves solely to the North 
Atlantic area of the United States, but have also created a very dis- 
turbing situation in the South Atlantic. There are only three mem- 
bers of the conference operating from the South Atlantic ports to the 
United Kingdom and to the Continent. We had one nonconference 
operator, the Dutch flag Vincke Line, and now this second cutrate 
operator Mamenic has come in. 

Mamenic obtained paper products out of the South Atlantic area 
by offering drastically reduced rates and other special terms and con- 
ditions. On one account to England, Mamenic quoted the same freight 
rate as the conference but offered the consignee free transportation 
of his cargo from the port of discharge to his plant. This violates a 
fundamental principle in shipping that a steamship company is re- 
sponsible for the cargo only from the port of loading to the port of 
discharge. 

The Mamenic Lines, however, are not particularly interested in the 
long-range effect of their practices because they will cease to operate 
in this trade if their cost of charter ‘ing ships goes up appreciably. 
They will not have to live with the practices they have initiated but 
the established permanent lines, such as the United States Lines, 
will most certainly have to contend with them. 


THE EFFECT OF THE PREDATORY NONCONFERENCE PRACTICES UPON THE 
AMERICAN SHIPPER AND IMPORTER 


With his constantly vacillating rate policy, the fly-by-night operator 
causes tremendous rate instability and injects uncertainty into the 
American shippers’ and importers’ already difficult competitive 
market. 

An example of this is a recent movement of lard to the United 
Kingdom. About a year ago, the United Fruit Co. had a Senne: 
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Chicago Line vessel on charter which provided for redelivery 
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New York. The Hamburg-Chicago Line has no service from the 
Atlantic ports of the United States. Instead of sending this vessel 
back in ballast, the Hamburg-Chicago Line secured a booking of lard 
to the United Kingdom at a rate well below the conference level. 
This sudden dumping of a large quantity of lard at considerably be- 
low the normal market price immediately created chaos in the English 
lard market. Some sales contracts entered into in good faith by the 
large shippers in the United States and importers in England were 
canceled, and they adopted a wait and see attitude. It was some time 
before normal trade conditions were restored. In the meantime, of 
course, lard did not move. 

There was a recurrence of this incident just a month or so ago. 
The conference was besieged with requests from other loyal lard 
exporters to protect their long term interests in this trade, and as a 
consequence the conference felt impelled to reduce their rates dras- 
tically. The rate presently established barely meets stevedoring 
costs but the conference lines felt they had no alternative but to protect 
their long standing supporters in this important market. 

Repeated incidents of this type on the part of cutrate nonconfer- 
ence operators makes it difficult if not impossible for shippers to make 
long-term commitments. How can a meatpacker or paper manufac- 
turer or tobacco shipper commit himself to sell his product delivered 
in Europe at a certain price when his competitor may be able to under- 
quote him simply by reason of discriminatory rate practices engaged 
in by a temporary here-today gone-tomorrow nonconference opera- 
tor’ Stability of rates and services in the long run is of greater im- 
portance to a shipper than the level of the rate. The nonconference 
operator strikes at the heart of this basic requirement in the promotion 
of foreign commerce. 


THE EFFECT OF NONCONFERENCE CUT RATE PRACTICES ON ESTABLISHED 
PERMANENT LINER SERVICES 


When conference lines are competing vigorously among them- 
selves on the same terms and conditions and with the same rates they 
cannot, of course, stand idly by and permit a disproportionate amount 
of general cargo to be carried by cutthroat operators with little or no 
investment in the trade. The inevitable result is a general lowering 
of the tariff levels and less remunerative operations. The disruption 
of normal trading prices and the loss of cargo needed to keep the 
established liner operator in business creates such an atmosphere of 
instability that eventually the conference system must break down. 
Then every line is on its own, fighting desperately to protect its posi- 
tion in the trade and for its very survival. 

No one has ever won in a rate war. Liner companies rather go out 
of business or lose tremendous sums of money. The American im- 
porter and exporter may lose his market and the small operator not 
only of steamships, but also in the import and export field, may be 
forced to go out of business. 

The North Atlantic Conferences, of course, have done everything in 
their power to meet this predatory nonconference competition. One 
of the first things which we did eastbound was to attempt to institute 
a contract system. A summary of our efforts in this respect may be 
of interest to you. 
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The North Atlantic Continental Conference trading to the Antwerp/ 
Hamburg Range first attempted to institute a contract system in 1948. 
The Isbrandtsen people took legal action and the contract system was 
thereafter the aie of prolonged hearings and protracted admin- 
istrative and court proceedings. During all this time Isbrandtsen 
continued to use the conference as his umbrella, and the conference 
just barely held together by constantly adjusting rates, always with 
the hope that the contract system would soon be available to solve 
their problems. It was not until July 1956 that this contract finally 
became effective. 

This dual rate contract provides a 10-percent reduction from the 
normal tariff if the shipper contracts to ship all of his cargo with the 
conference lines during the contract period. In fact, it is very much 
like the Government requirements contract referred to by the Depart- 
ment of Justice. It runs for 6 months, the conference guarantees 
to lift all of the cargo and also guarantees the rate; that is, there will 
be no increase in the rate during the contract period although decreases 
are made effective immediately. 

The contract rate system should, if effective, provide reasonable 
protection against predatory rate-cutting practices of nonconference 
lines. Unfortunately the long delay at increasingly competitive 
conditions have prevented our hopes from being fully realized. Per- 
haps it is a case of too little and too late—it is significant that seven 
new nonconference operators have come into this trade since this 
contract was placed in effect. 


THE F.O.B./F.A.8. DIFFICULTY 


Pursuant to an order of the Federal Maritime Board made over the 
objections of the conference, the North Atlantic Continental Freight 
Conference contract contains the following clause: 

This contract shall not apply to shipments made on an f.o.b. or f.a.s. basis 
unless the person, whether seller or buyer, named as shipper in the ocean bill 
of lading is a contract signatory (including agency signature); in which 
case this contract shall apply to such shipments as well as to cif. and c. and f. 
shipments. 

This clause has proved to be a loophole which plays into the hands 
of the nonconference operator and has in turn made the North Atlantic 
contract a far less effective instrument than intended. Under this 
clause the contract signer is obligated to ship with the conference only 
if he is the owner of the goods. If the contractor does not appear 
as the shipper in the ocean bill of lading, he is under no obligation 
to honor the conference contract and, in actual practice, some shippers 
and importers use the f.o.b./f.a.s. clause as a means of circumventing 
their contract obligations. 

For example, a buyer can benefit from the contract by using a con- 
tract signatory’s name as the shipper or by making the terms of sale 
one of ¢.i.f. If, on the other hand, the noncontract buyer wishes to 
use a nonconference steamer he can make the terms of sale f.o.b./f.a.s. 
naming himself as the shipper. Thus, he can and does ship on con- 
ference vessels at contract rates or on nonconference vessels at cut 
rates. 

We have also found numerous instances where cargo has moved on 
nonconference steamers in neutral names, i.e., where the identity of 
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the shipper and/or receiver are concealed by naming forwarding 
agents or banks as principals. By this means, the American shipping 
company is victimized by European companies juggling one type of 
shipping service with the other. In spite of this, all of these people 
would, I am sure, freely admit the necessity of relying on conference 
service in the long run. 

The North Atlantic Continental Freight Conference is basically a 
unanimous conference and every member must agree before effective 
action is taken. However, it has sometimes been difficult to obtain 
unanimity of opinion immediately when quick action was required. 
In many instances, while the conference was discussing the action to 
be taken, the nonconference operator had captured the cargo. 

As a result, the conference under its basic agreement declared an 
emergency situation to exist. 

Under this emergency declaration, it was agreed that the concur- 
rence of three-quarters of the membership would be sufficient to take 
rate action. In addition, to offset the exorbitant commissions the non- 
conference operators were paying to forwarding agents, the North 
Atlantic Conference also established a temporary arrangement per- 
mitting an appreciable increase in brokerage commissions. 

Under this arrangement the historical and normal brokerage of 
114 percent was continued to be paid on cargoes with freight rates up 
to $19.99 per ton W/M, but on cargoes paying from $20 to and in- 
cluding $22.99 per ton W/M a brokerage of 214 percent, and on car- 
goes of $23 or over per ton a brokerage of 5 percent was authorized. 

You will note that in this escalating brokerage arrangement here 
that due recognition was given by the conference lines to the fact that 
the nonconference operators concentrate on the higher paying cargoes. 

Unfortunately, the nonconference lines immediately raised their 
brokerage payments to even higher figures although certain of the 
more irresponsible nonconference lines were already paying as much 
as 10 percent. 

In this same North Atlantic trade westbound, we do not have a 
contract system although the members of the conference have been 
wanting to institute one ever since the war and a contract has been 
readied for presentation to the Federal Maritime Board. The mem- 
bers of the conference, however, felt it was better to await the out- 
come of the eastbound contract litigation. 

While I have indicated earlier that the outbound rate situation is 
constantly changing and is without any semblance of order, the in- 
bound is in an even more chaotic condition. New nonconference lines 
have come in and out of this trade, cutting rates and creating in- 
stability especially since the war. Rate levels on westbound cargo 
have been and are still very depressed. 

Conference lines have had to change their rates constantly to offset 
the tremendously growing pressure from the cutrate casual operator. 
Local port committees of the lines have been formed which are au- 
thorized by the conference to take unilateral action in establishing new 
rates to protect their interests in particular ports. The local port 
committees then notify the conference office of the action taken and 
these new rates are binding upon the whole conference. 

As a result of the cutrate competition the homebound rates are 
constantly fluctuating. On homebound cargoes one shipping com- 
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pany is being played off against another, one shipper against another, 
and the entire trade is one great marketplace with a constant haggling 
over rates, terms, and conditions. 

‘This condition has not existed without its unfortunate episodes. 
In 1952 as a result of harassment of the nonconference operators, of 
which Isbrandtsen was one, the conference finally broke up. During 
the whole year 1953, a vicious rate war took place in this trade. An 
American steamship company, the Waterman Line, eventually left 
the trade. A Danish company, the Maersk Line, also left the trade 
and even Isbrandtsen left the trade. All lines were greatly weakened 
by this vicious rate war and it was only after a full year of unre- 
stricted competition on the part of all lines that the conference was 
reformed. 

Although technically this conference is in existence, we have but 
few of the advantages in this trade that a conference should afford. 
We do not have true stability of rates and we do not have a rate level 
which returns a reasonable rate to the shipowner to enable him to 
replace his vessels and to plan for the future. All of this because 
the conference is helpless against these nonconference operators. 
Without an effective tying device there is no defense whatever against 
this type of unprincipled competition and there can be no stability in 
the trade. 

When you consider the North Atlantic trade as a whole, when you 
look at both sectors—outbound and inbound—you will find that the 
uncertainty created by Isbrandtsen in respect to contract systems and 
continual litigation in respect to this matter has created a most un- 
healthy industry. There is no order whatever in this trade because 
there is no firm foundation on which a healthy trade can be built. 

I am convinced that this can only be remedied if legislation is 
passed by Congress confirming the conference system and authorizing 
an effective tying device. 

It is also apparent from the facts I have given you that, while the 
dual rate type of contract presently authorized by the Federal Mari- 
time Board may be suitable in other trades, it has not proved effective 
in the North Atlantic. The tremendous quantity of nonconference 
competition with new competitors rising almost at will, and the chaos 
they create, clearly indicates that some more effective and realistic 
tying device is required in this trade. I suggest, therefore, that any 
tying device which is authorized should be sufficiently flexible to 
satisfy the diverse requirements and meet the realities of each in- 
dividual trade. It should also include some method of plugging up 
the f.0.b./f.a.s. loophole. 

I also believe that the 10 percent spread authorized by the Federal 
Maritime Board is not a sufficient attraction to accomplish its objec- 
tives, and that a greater spread should be permitted by Congress. 

Finally, I believe that the Congress of the United States should 
expressly authorize conferences to inaugurate tying devices and put 
them into immediate operation without having to await the outcome 
of interminable administrative and legal procedures. 

I have already indicated to you our experience in waiting for 
nearly 8 years in the eastbound North Atlantic trade, while the entire 
matter was being fought through the Federal Maritime Board and 
the Federal courts. 

87159—59—pt. 2——2 
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The position of the conference lines and of the American merchant 
marine was weakened by this serious enforced delay, to the detriment 
of the foreign commerce of the United States. If the Federal law 
would clearly authorize immediately effective tying devices and, at 
the same time, permit the Federal Maritime Board to review these 
systems should complaints be registered after they have been placed 
into effect, we feel certain that the basic purposes and policies of the 
maritime laws of this country will be greatly strengthened. 

The CHairman. I am going to give each member of the committee 5 
minutes to ask this witness any questions he may desire to ask. 

Mr. Garmatz ? 

Mr. Garmatz. Mr. Wierda, on page 9 of your statement, you men- 
tion two lines that went in on this short term charter, the Nautica 
Line and the Mamenic Line. 

Were those foreign owned or American owned ? 

Mr. Wierpa. They were foreign owned. The Nautica Line, I un- 
derstand, was started by three Frenchmen in Paris. It was very in- 
teresting because back in about 1951 or 1952, we had exactly the same 
type of organization set up, the organization called the Farm Line, 
which stands for something in French which I have forgotten now. 
That line came in and adopted the same tactics of underquoting 
conference rates and trying to make a quick killing and they also went 
out of business, but I understand that the Nautica Line, which came 
in at this time, was formed by the same French people. 

The Mamenic Line is a Nicaraguan company basically. They 
have a service from the United States to Nicaragua but in the North 
Atlantic they are in short-term operation. 

Mr. Garmatz. On page 14, you talk about the North Atlantic Con- 
tinental Conference and a contract of July 1956, and at the bottom you 
say: 

Perhaps it is a case of too little and too late—it is significant that seven new 
nonconference operators have come into this trade— 

Are they foreign or American operators ? 

Mr. Wrerpa. They are all foreign flag operators, every single one. 

Mr. Garmatz. All seven ? 

Mr. Wierpa. All seven. We have no American flag nonconference 
operator in the North Atlantic who is carrying any commercial cargo, 
to my knowledge. 

The three that are there are the Isbrandtsen people and they recently 
applied for subsidy and in the hearing in Washington they did not 
even claim an existing service, so they could not be carrying commer- 
cial cargo; and the other two are not carrying commercial cargo. All 
are foreign flag. 

Mr. Garmatz. Thank you. 

The Cuatrman. Mr. Ray? 

Mr. Ray. Mr. Wierda, that was a fine statement. 

In the last sentence of your statement, on page 20, what would be 
the kind of conference plan that you would regard as effective / 

Mr. Wierpa. The contract. 

Mr. Ray. What sort of contract would you have? 

Mr. Wierpa. Well, sir, that is a very difficult question, of course. 
I believe that each contract should take into account the realities of 
each individual trade. If the committee should consider having one 
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basic contract to apply to all trades, I do not feel that that would be 
sufficient. I believe that each individual trade has to be considered 
on its own merits. 

A great deal of the contract, of course, depends on the good faith 
of all parties to it, but the contract should be such and it should be 
effective enough so that both sides of the parties will live up to it. 

At the present time, in our North Atlantic trade, for example, im- 
mediately a man signs a contract he gets the lower rate, 10 percent off 
the normal rate. This contract lasts for 6 months but if during that 
6-month period he should be in violation of the contract, and he has 
been shipping during the first 3 months, for example, and getting the 
lower rate under the contract system and then if he should decide to 
tear it up, there is no penalty whatever. But that man actually 
signed a contract for 6 months and he should get the benefit of the 
lower rate only if he lives up to it for the full period so that a contract 
which is designed for each individual trade should be a contract 
which is really effective, which has some real tie. 

I do not feel that our present contract in the North Atlantic has 
that. 

Mr. Ray. Is there any contract in force anywhere that you regard 
as meeting your conditions ? 

Mr. Wierpa. The same contract or the same type of contract does 
work in other trades. It seems to be unique in that it just does not 
work in the North Atlantic trade, I think mainly because it is a rela- 
tively short trade. 

You can turn your ships around in a relatively short time compared 
with the other longer trades, but it is remarkable that in some trades 
like in the North Atlantic to the Far East that dual-rate contract has 
been working tremendously well, very well, I would say, on the overall. 

The same sort of thing which we have in the North Atlantic has not 
been effective. 

Mr. Ray. When it works well, as I understand you, it means that 
there is no shipper who is getting lower rates than the conference it- 
self gives? 

Mr. Wierpa. No, I do not intend to convey that, sir. I mean that 
on the overall the contract is sufficiently effective to be a piece of paper 
that is worth something, that people do live up to the contract and 
ship on conference lines when they are contract signers, and it also 
gives the real protection against the establishment of more and numer- 
ous nonconference operators in that trade. 

In our own case in the North Atlantic, we have had the contract in 
since July of 1956, but new operators have come in anyway. 

Mr. Ray. I believe I have used my time, Mr. Chairman. 

The CuHarrman. Mr. Zelenko? 

Mr. ZeteEnKO. Mr. Wierda, I am interested in the cause of these 
hearings which is the Supreme Court decision and the position taken 
by the Department of Justice. 

Before the Department of Justice took its position in that Supreme 
Court case, were you people consulted or investigated or contacted by 
the Department of Justice as to these conditions in the trade? 

Mr. Wierpa. Not to my knowledge, sir. 

Mr. ZeELENKO. You would have knowledge of that situation if they 
had contacted you? , 














352 STEAMSHIP CONFERENCE STUDY 


Mr. Wrerpa. I returned to the United States in 1954, sir, and before 
that time I was working in Europe. I would not necessarily have 
that knowledge but I can certainly find out, 

Mr. ZetenxKo. I see. Now, your line operates under subsidy, does 
it not? 

Mr. Wrierpa. Yes, sir. 

Mr. ZeLenkKo. And if a line such as yours is subjected to cut-rate 
competition, that necessarily would indirectly affect the Government, 
would it not, in the recapture provisions ? 

Mr. Wrerpa. Absolutely, certainly. 

Mr. Zetenxo. If your line suffers as a result of this competition, 
that costs the Government money, does it not ? 

Mr. Wierpa. It certainly does. 

Mr. ZetENKO. Now, your line is a rather large one, is it? 

Mr. Wierpa. Yes, sir. 

Mr. ZeLenxo. In the North Atlantic Conference there are smaller 
lines? 

Mr. Wierpa. Yes, sir. That is correct. 

Mr. Zevenko. Can you tell us, if you know, whether any of the 
smaller American lines are also subsidized ? 

Mr. Wierpa. Yes, sir. We have an American-flag line in our 
North Atlantic Conference which is subsidized and has only one ship. 
It is the smallest American-flag line, I believe, in existence. 

Mr. Zetenxo. Would you say from your experience that this line 
has been enabled to exist because of the conference system and per- 
haps the dual rate system ? 

Mr. Wrerpa. I would not say in this particular case of the Ameri- 
can-flag line but certainly of the other smaller lines, which happen to 
be foreign-flag in this instance, it seems to me inevitable that unless 
there was a conference system, which is a society of mutual pro- 
tection more or less, that it would be inevitable that they could not 
exist. 

The Cuarrman. What is the name of that line? 

Mr. Wierpa. The Cosmopolitan Line, sir. 

Mr. ZeLenkKo. I have another question. 

Assuming there were no conferences and no dual rates on this North 
Atlantic route, what is your opinion as to how long your line could 
exist ? 

Mr. Wierpa. We are having a very tough struggle even right now 
even with the little contract system which we have. It seems to me 
that unless we can get some solution to this problem, unless we can 
find some way of getting some sort of a code of ethics in the North 
Atlantic trade that we are just inevitably going to have complete 
chaos and I do not know how long anybody would last under those 
circumstances. 

Mr. ZeLENKO. I see. Now, there was testimony in Washington by 
a witness from the Isbrandtsen people that these conferences appar- 
ently benefit only foreign-flag lines. 

I asked the question then about why American-flag lines are in- 
terested in them. 

Can you tell us? I think it is contained in your statement; is 
it not? Would you say that your statement and the position of your 
company and the problems you are outlining were those of other 
American-flag lines in the various conferences in the various routes? 
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Mr. Wierpa. Yes, sir. I firmly believe that. 

Mr. ZeLenxo. Your position is a general one and not a unique one 
with your company ? 

Mr. Wierpa. No; it is certainly not unique to our company because 
every other American- flag line except Isbrandtsen does belong to 
conferences. 

Mr. ZELENKO. I am interested in both strong and weak companies. 
Your company being a strong one could withstand competition better 
than a weak company. 

Mr. Wierpa. | am sure we could. 

Mr. ZeLENKO. Nevertheless, would you say that your company and 
others similarly situated have seen fit to remain in these conferences 
with dual rates not only for your own benefit but for that of other 
American-flag lines? 

Mr. Wrerpa. Yes, sir. 

Mr. ZetenkoO. Thank you. 

The Cuatrman. Mr. Maillard. 

Mr. Maruriarp. Mr. Wierda, I was interested in some of the detail 
in your statement about the methods of evading the existing contracts 
and wondered if you could give us a bit more specific information. 

In Washington we had testimony from the committee that was 
established by your lines and the representative that spoke was the 
representative of Lykes, who was talking about their experience with 
certain commodities in the South Atlantic ports. 

{ would like to know if you can give us any details that would 

shed any light on this idea that even with the dual rate contract sys- 
tem shippers have effective means of evading it? You did go into it 
in your statement but can you give specific information on certain 
commodities ? 

Mr. Wierpa. I mentioned this briefly here, but to be a little more 
detailed, the shippers of paper products out of the South Atlantic 
ports have been using conference lines and negotiating for rates with 
conference lines and there exists a very amicable understanding and 
working arrangement with these people. We provided the tonnage 
they needed at the ports they needed over the years, and all during 
this period of time the importers on the other side were dependent 
upon the conference lines to bring their goods over there the way 
they wanted them. 

When the Mamenic Line came into the picture they naturally so- 
licited all the paper shippers in the South Atlantic to see if they 
could get some of the cargo at cheaper rates and they were not suc- 
cessful. 

The only way they became successful was to go to Europe and get 
the consignee to route the cargo via the Mamenic Line. 

In the old arr angement the shippers of the cargo here in the United 
States, the manufacturers of the cargo, shipped it themselves and 
made all their arrangements themselves, but they were completely 
taken out of the picture on one or two accounts by the activities of 
this line in going to the other side and getting the terms of sale 
changed to f.o.b. or f.a.s. basis and having them route it on the 
Mamenic Line. 

Mr. Marurarp. Would you say that when business was good in 
the steamship industry that these people were delighted to take 
advantage of the contract and the service that was available? 
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Mr. Wierpa. Absolutely. 

Mr. Mari1arp. But when the overtonnaging became more serious, 
then this loophole was available to them ? 

Mr. Wrierpa. Yes, sir. Our experience is that when steamship 
space is tight the contracts are lived up to without any question at 
all, but when steamship space is plentiful then the contracts become 
a little less important to them. 

Mr. Maru1arp. A second point I would like to ask a little bit more 
on is this: You described the North Atlantic situation and said that 
the outbound situation was bad but the inbound situation was much 
worse. 

Would that produce a condition where the outbound cargo in effect 
is subsidizing the inbound cargo? 

Mr. Wrerpa. It is difficult to say that because the commodities 
which move out of the United States are for the most part different 
than the commodities coming in. 

There are a lot of commodities coming in which are also moving 
out, but on the whole, our rate levels on cargoes outbound from the 
United States are a little higher than the rate levels coming in, yes. 

Mr. Maruurarp. For example, you mentioned automobiles out of 
Europe. Is the rate from Europe to the United States much lower 
than the rate from the United States to Europe? 

Mr. Wrerpa. Yes, sir. 

Mr. Maiturarp. Is it very appreciably lower? 

Mr. Wrerpa. Yes, it is appreciably lower. I have forgotten the 
figures offhand, but it is definitely lower. 

Mr. Maru1arp. This might make quite a contribution to the com- 
petition of foreign-made cars that are in the United States with our 
own cars, would it not? 

Mr. Wrerpa. You mean here in the United States? 

Mr. Mariurarp. Yes. 

Mr. Wrerpa. We had an interesting negotiation with several of 
the European automobile manufacturers and the conference tried to 
come to an arrangement over there that would assure the conference 
of support and also get a reasonable rate from them, but in our nego- 
tiations they eventually got to be so demanding that they bypassed 
the conference and went out and made their own arrangement with 
the other lines that I have mentioned to you. 

For the most part, the automobiles which are coming in here from 
Europe are automobiles carried by lines other than the conference 
lines. Of the large number of automobiles made on the continent 
of Europe, very few actually are carried by the conference. They 
are carried basically by the big automobile carriers, and the auto- 
mobile manufacturers over there negotiated with them and made a 
long-term contract with them at very cheap rates. 

Mr. MaruuiArp. The effect of this kind of a competitive situation, 
it seems to me it would be fair to say, is placing the American auto- 
mobile manufacturer at a disadvantage competitionwise with the con- 
tinental manufacturer both in the United States and in Europe. 

Mr. Wrerpa. Perhaps that is true. Perhaps it would. 

Mr. Matiur1arp. So that, if you could have the kind of arrangement 
that you have advocated, presumably your outbound and inbound rates 
would have some relationship to each other if you had stability in 
the trade. 
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Mr. Wrerpa. More or less, sir; yes, sir. That is right. 

Mr. Matiuiarp. A third point I would like to ask you on is that 
you mentioned these high commissions which, in effect, if I under- 
stand correctly, makes it more profitable for the freight forwarder 
who selects the line that the shipment is going to be made on to give 
the business to the nonconference lines. 

Mr. Wrerpa. That is correct. 

Mr. Mamurarp. As far as I can see, the exporter does not get the 
advantage of a lower rate. The rate might be comparable and if the 
commission were higher, it would still tend to channel that trade 
out of the conference sy stem. 

Mr. Wrerpa. That is absolutely correct. These nonconference op- 
erators, of course, compete on any terms and conditions. They have 
no set of standards by which they conduct themselves and, as a result, 
if they do not get cargo by a lower rate or if they do not need the lower 
rate they can say to a forwarder or anybody | else who controls the 
freight, “I will give you a higher commission.’ 

Mr. Maruurarp. A reduced rate might be of advantage to the Amer- 
ican exporters and importers, whereas an increased commission is not 
of value? 

Mr. Wierpa. That is correct. 

Mr. Mainuiarp. I would think it would have a quite damaging 
effect on our exports. 

Mr. Wierpa. It has a very damaging effect on the conference lines, 
too. Basically we are in these trades for the long pull. We are not 
in today and gone tomorrow. We have made our investment and we 
intend to stay in this business and when these people come in and 
make preferential terms and arrangements to get cargo that are com- 
pletely out of reason, it is not only difficult for us to compete but if 
we do compete and meet them on their level we are the ones that are 
going to be stuck with it in the long run, not they. 

Mr. Matuurarp. In other words, it is an established practice that 
would be very difficult to get rid of. 

Mr. Wierpa. Extremely difficult, sir, and it would be an unreason- 
able practice, too. 

Mr. Mariurarp. That is all, Mr. Chairman. 

The CHatrman. Mr. Anfuso. 

Mr. Anruso. Mr. Wierda, I want to congratulate you on a very fine 
presentation of your case. 

Mr. Wrierpa. Thank you. 

Mr. Anruso. I believe that in this dual-rate system perhaps there is 
something more involved than just dollars and cents. Recently we 
have had some very bad accidents at sea. Do you think that this 
vicious type of competition that you speak of affects safety devices 
which should be placed on all ships to protect life and property as well 
as the safety of other ships? 

Mr. Wierpa. I am sure you are correct there, sir, because many 
times these nonconference operators, this in-again- -out-again fellow 
will charter old ships barely holding together in order to get the 
cheapest rate and make it possible to make a higher profit out of a 
ship. 

Tam sure that is true. 

Mr. Anruso. Do you have evidence that many accidents have been 
caused because of neglect of these nonconference owners to provide 
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adequate safety devices and the proper number of men to operate 
these ships? 

Mr. Wierpa. I have no direct evidence in that respect; no, sir. I 
am not familiar with that side of the business. 

Mr. Anfuso, it would certainly seem reasonable to me. 

Mr. Anruso. Do you think that perhaps either your company or 
other conference members can give us some evidence on that? 

Mr. Wierpa. I shall certainly be delighted to look into it, sir, and 
do whatever I can. 

Mr. Anruso. What do you mean, Mr. Wierda, by effective tying 
devices ? 

Mr. Wierpa. What I mean, in effect, is some effective arrangement 
where the shipper and the conference are tied together in mutual sup- 
port of one another that is effective and will really work. That is 
what I am talking about. I meant to use a general term. 

Mr. Anruso. I mean, do you have specific recommendations that 
could be turned into law ? 

Mr. Wierpa. Well, the committee will definitely have specific rec- 
ommendations. I have some thoughts in respect to our North Atlantic 
trades in that respect, but as these hearing progress, we shall certainly 
be able to give you specific recommendations. 

Mr. Anruso. You will make specific recommendations which could 
be translated into law ? 

Mr. Wrerpa. Yes, sir. 

Mr. Anruso. Now, how much of a spread do you think should be 
permitted by Con gress? You spoke about an increased spread. 

Mr. Wierpa. I personally feel it should be in the region of 20 per- 
cent, but it should be no less, in my opinion, than 15 percent. I think 
we need that in our North Atlantic trades. 

Mr. Anruso. I am through, Mr. Chairman. 

The Cuatrman. Mr. Glenn. 

Mr. Guenn. Mr. Wierda, you say that you think it should goas high 
as 20 percent on the dual-rate system. 

Mr. Wierpa. Yes, sir. 

Mr. Gienn. If you should enter into such contracts with shippers, 
could you make money giving such a discount as 20 percent? 

Mr. Wrerpa. Yes; I think we can. What I mean to say is that 
the spread which is authorized between the noncontract and the con- 
tract rate should be 20 percent as an inducement to continue to use 
the contract. 

Mr. Gutenn. Which means that shippers would be getting the bene- 
fit of a lower rate by the 20 percent ; does it not ? 

Mr. Wrerpa. It means that the two rates would be 20 percent 
apart; yes. 

Mr. Guenn. By giving the shippers that discount rate of 20 per- 
cent less, you could still make money ? 

Mr. Wrerpa. We certainly want to make money, of course. Yes, 
sir. 

Mr. Guenn. In the part of your statement that had to do with 
freight forwarders, you said that the nonconference lines in order to 
make money are giving more and more brokerage or commissions to 
the freight forwarders and that you have to do likewise and it may go 
to a point of either 10 percent or more; is that right? 
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Mr. Wierpa. No, sir. What I intended to convey there was that 
the nonconference operators in attempting to book the cargo will use 
any tool at their command, any weapon that they have, including ex- 
orbitant freight brokerage payments of 10 percent or more 

Mr. GuENN. Do you not meet that by doing the same thing? 

Mr. Wierpa. No, sir. We have met it as outlined in my state ment 
in the North Atlantic trade with a temporary arrangement to in- 
crease brokerage from the normal 114 percent in two stages of 214 

up to 5 percent for freight over $20 a ton. 

Mr. Guenn. And the nonconference operators are going as high 
as 20 percent ? 

Mr. Wrerpa. Yes. 

Mr. Guenn. If they are doing that, and in addition to that under- 
cutting the fixed charges, are they still able to stay in business and 
make money giving these cut rates to the shippers and giving these 
so-called exorbitant brokerages to freight forwarders? Can they 
still stay in business and make. money ? 

Mr. Wrerpa. Some of these nonconference operators could go out 
of business tomorrow and close the door and they would only have to 
turn out the light, because they have no ships of their own and no 
set facilities of their own. They charter ships for a tri ip across only. 

The whole principle of nonconference competition is to obtain a 
large volume of cargo by cutrate practices and if they can get a large 
volume of cargo even though they are 10 or 20 percent be slow the con- 
ference lines with their lower costs, they are not in the trade on a 
long-term basis and they naturally can make money; yes 

Mr. Guenn. You are speaking of the companies which charter ships. 
How about the lines like Isbrandtsen that own their own ships? Are 
they able to do these things and still make money on the various 


shipments? 
Mr. Wrierpa. The Isbrandtsen principle is one of aac approxi- 
mately 10 percent below the conference tariff level and cbtaining a 


larger volume of cargo by those cut rates. They can n as more money 
than the conference | operator at 10 percent less simply because they 
get a greater volume, a volume that they would not ordinarily get if 
they were competing on equal terms. 

With that type of operator, it is a question of volume. The Isbrandt- 
sen people used to be our competitors in the commercial trade from the 
North Atlantic and they still sail about one or one and a half ships a 
month. 

I believe it was 16 last year that they sailed over there, but they 
are not out for commercial cargo. In spite of the fact that they are 
well known as cut-rate operators they have apparently found this trade 
today to be so bad that it is not even worth trying. 

Mr. GLENN. I take it you consider that in the establishment of con- 
ference contracts it would be impossible for this committee and Con- 
gress to establish any one form of contract that would apply to all 
conferences, that each would have to be tailored, so to speak, on a broad 
basis to cover each separate conference ? 

Mr. Wierpa. Yes, sir; I firmly believe that. 

Mr. Gtenn. That is all, Mr. Chairman. 

The Cuarrman. Referring to page 17 of your statement, if you 
went for 2 or 3 years trying to find out something about these prices 
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paid to brokers and freight forwarders, is this not the first time that 
we have had any testimony on these commissions? What is the answer 
to this? Does this freight forwarding and brokerage business need 
to be legislated on immediately ¢ 

Mr. Wierpa. No, sir. I do not believe that that is the problem at 
all. The problem really, as I see it, is not so much the regulation of 
conferences. 

The CuatrmMan. We are interested in this freight forwarding and 
brokerage business. 

Mr. Wierpa. Yes, sir. I know you are. This is a practice which 
has been initiated by the nonconference operators and as a result some 
regulation has to be done of those people. 

The Cuatrman. I just want to note that this testimony is interest- 
ing to the committee in another matter which we have before the 
committee. 

Mr. Downing? 

Mr. Downine. Mr. Wierda, you have described the chaotic condition 
that existed in the North Atlantic trade due to this influx of noncon- 
ference members. Now, in that situation you had the conference in 
being and you had the dual rate system in being and yet you could 
not make a go of it. 

Mr. Wierpa. The seven new operators came in; yes, sir. 

Mr. Downtne. How do you explain that and what would you 
suggest that we could do to eliminate that ? 

Mr. Wierpa. I explain it from the standpoint that it took 8 years 
to even get a contract in the first place. We started to institute this 
contract system and place it into effect in 1948. We have been fighting 
through the courts for 8 solid years, and, of course, it has been highly 
publicized all over the United States and Europe. There has Sean 
and is, I feel, even today in the minds of a great many people doubt 
about the legality of contract systems as such and the effectiveness 
of them. 

Now, as far as these lines coming in and out of this trade are con- 
cerned, this has caused a greater amount of disruption than any- 
thing else because they have no standards by which they guide them- 
selves and I feel that this committee in recommending legislation 
should authorize us to have a tie-in device which will prove effective 
in this trade. 

Mr. Downine. Do you think an additional spread would have 
helped you in that case? 

Mr. Wierpa. I think one of the things is an additional spread; yes, 
sir. I cannot even give it to you today because I do not know it yet 
but I think some solution to this f.o.b./f.a.s. difficulty must be found. 
It is not just one thing. It is a group of things, all of which will 
have to be done in order to accomplish the proper objective here. 

Mr. Down1nea. Do you suggest that it is wrong for a foreign buyer 
to direct an American exporter to ship on a certain line maybe 
nonconference ? 

Mr. Wierpa. No, I do not think that is wrong at all. No, sir. I 
think a man who is buying his cargo or owns his cargo has a right to 
control the way it is going to move. He has a right to choose the ships 
he wants to, but I do not think that it is right Sor a European buyer 


of goods to be able to use the conference lines at the lower contract 
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rate without any penalty whatever and at the same time, whenever it 
suits his purpose, to use the nonconference lines at lower rates. He is 
getting the best of both worlds and the contract in that case to him 
is a document of convenience. It is not a contract at all. 

Mr. Downtne. Is that not something that could be taken care of 
within the conference agreement itself ? 

Mr. Wierpa. I think it would boil down more to the contract than 
the agreement, sir. 

Mr. Downine. That isall, Mr. Chairman. Thank you. 

The Cuarrman. Mr. Casey ? 

Mr. Casry. Mr. Wierda, do you think that the Maritime Board 
should have the right to set the rates ? 

Mr. Wierpa. No, sir. I donot. 

Mr. Casry. Now, you are recommending that you have very tight 
tie-in devices because you think that is necessary in order to have a 
stable rate level. 

Mr. Wrerpa. Yes, sir. 

Mr. Casey. If you have these tight tie-in devices it has been testi- 
fied before this committee that you would then be in a position to raise 
rates to an unreasonable level subject to the general provisions that the 
Maritime Board can step in under the basis that you are hurting our 
foreign trade by too high a rate but with these tight tie-in devices it 
would give you quite a bit of leeway to raise rates considerably should 
you have most of the major shippers tied down. What do you think 
of that observation ? 

Mr. Wierpa. I think, sir, that that is an incorrect observation of 
the general problem. We are basically a service industry. We merely 
carry cargo from one end of the ocean to the other. We do not have 
anything to do with its manufacture or how it is consumed or any- 
thing else. We are just a plain service industry and to have the im- 
pression given to this committee that we, as a service industry, with 
an effective tie-in arrangement are going to raise rates up to the sky 
and thereby make it difficult for our customers to do business is just 
not reasonable. 

We are in business to have these people do business and if we cannot 
do business together we go out of business. We are the first to go out. 

Mr. Casry. They give an example that conference lines are quoting 
higher rates than they should now due to the fact that they have some 
tie-in devices by citing the difference in the shipment of products 
from the United States to Europe and the rates from Europe to the 
United States such as the automobiles which you talked about. You 
are being subsidized so that you are supposed to be on the same level 
with the foreign lines. 

Mr. Wierpa. That is absolutely right, sir, but the rate level home- 
bound from Europe is by far much lower than it should be. We are 
not getting a fair return for the cargoes which are moving from 
Europe to the United States today and in most instances we are not 
given a fair return even on those cargoes outbound from the United 
States because of the depressing effects of the nonconference operator. 
The present-day level of rates, sir, should not be used as an example 
of the point you are making because this particular trade is in a 
most unstable and unsatisfactory condition. 

Mr. Casry. Now, of course, Mr. Zelenko pointed out that when you 
have to reduce your rates it cuts down on the subsidy recovery. 
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Mr. Wierpa. Yes, sir. 

Mr. Casey. But by the same token, although we might be recovering 
some from the U.S.-flag ships, we get no recovery from the foreign 
ships who are benefiting by the rates that you establish in your 
conference. 

Mr. Wierpa. That is right. That is correct. 

Mr. Casey. If we get to the point where all the lines are subsidized, 
and we were told even by Isbrandtsen that they would have to be 
subsidized if they stayed in business, and you have the tie-in devices, 
too, do you not think that the Board should have a little more to say 
on the review of the rates, maybe not set them hard and fast but have 
a little more to say on the setting of the rates, for instance ? 

Mr. Wrerpa. I think it would be incorrect for the Board to sit in 
on every conference meeting and to discuss rates or hear the discus- 
sion on rates because where is that going to end? We trade with 
about six countries in one conference and will have seven government 
representatives listening with different things in the back of their 
minds. 

It seems to me that if the Board is interested in some particular 
product where the shipper does not feel he has gotten a square deal, 
the Board should then come in and listen to the reason for setting the 
rate, but on the overall I think it would be impracticable for a Board 
representative to sit in on every conference meeting because every line 
representing some other nation would have the same right or should 
have the same right. 

Mr. Casey. Do you not think it is a little foolish for us to worry 
about trying to increase the amount of recovery on the subsidies by 
higher rates when we are penalizing our manufacturers and shippers 
here in competing in a foreign market ? 

Mr. Wrerpa. Yes, I certainly feel that the recovery of subsidy 
money should certainly not be the most important objective in this 
respect but it is a factor, of course. 

Mr. Casry. You will always have this problem of the one-desk 
shipping lines, so to speak, which charter a ship ? 

Mr. Wierpa. I suppose we will. 

Mr. Casry. Can you see any cure for that at all? 

Mr. Wierpa. No, I do not see any real cure for it except that, if we 
had an effective tying arrangement of some kind which made it more 
difficult for these people to get into the general cargo market, perhaps 
they would confine their operations to the tramp trade. They are 
really tramps. Today the rates on grain and coal are so depressed 
that these people, if they own the ships, have the alternative of putting 
them into the grain and coal trade and perhaps not making anything 
at all or saying, “Why not keep the ships operating? We will charge 
anything for general cargo for awhile. As long as we make a couple 
of dollars a ton, it is profit. When the grain market goes up again 
we will go back.” ; 

These automobile carriers are in the market today because the grain 
rates are low. When the grain rates get up to a reasonable level they 
will leave our general cargo trade and carry grain again because they 
can turn their ships around faster and it is not so expensive to handle, 
but it seems to me we have to have some protection against these 
people jumping in and jumping out according to market conditions 
while we sail our ships in good times or bad times. 
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Mr. Casey. That is all, Mr. Chairman. 

The CHarrMan. Mr. Johnson. 

Mr. Jonnson. In your testimony, you spoke of the need of a code of 
ethics particularly in the North Atlantic trade Do you remember 
making that statement ? 

Mr. Wrerpa. Yes, sir. 

Mr. Jounson. Of course, you realize that Congress can not legislate 
ethics. 

Mr. Wierpa. I understand that, sir. 

Mr. Jounson. What is it that the steamship lines are breaching in 
the way of ethics at the present time? 

Mr. Wrerpa. The nonconference operators, these casual people who 
have no code. 

[ have described at least three or four different ways that they oper- 
ate, three or four different types of competition. The line companies 
establish a conference to establish a code of ethic s, and other terms 
and conditions of competition, but these other many, many nonconfer- 
ence operators which I have outlined here have no such code. They 
are not bound together in any particular arrangement. 

Mr. JouNnson. So that you have no criticism of 2 any breach of ethics 
among those who are members of a conference ? 

Mr. Wrerpa. I am talking about the nonconference operator. 

Mr. JoHnson. Take your U.S. lines. You have membership in how 
many conferences ? 

Mr. Wierpa. Well, sir, I just do not know the number. I think it is 
nearly 50. 

Mr. Jonnson. Nearly 50? 

Mr. WierpA. Yes, sir. 

Mr. Jounson. What is the average of membership, st ating your 
lines as American lines and foreign lines. What is the proportion of 
membership ? 

Mr. Wierpa. You mean how many American-flag lines versus for- 
eign-flag lines? 

Mr. Toast. Yes; in the average conference of which you are a 
member. 

Mr. Wrerpa. There are many more non-American-flag lines than 

American-flag lines in each of them, I would say. 

Mr. Jounson. Could you for the record state on the average how 
many more? 

Mr. Wierpa. In our North Atlantic trade we have two American- 
flag lines and I believe eight foreign flag. 

In the Far East trade it is, I think, 25 there all together, and there 
are about 4 or 5 American- flag lines. 

Mr. Jounson. So that predominantly the foreign flag far exceeds 
the American flag in membership ? 

Mr. Wrerpa. Yes; I would say that is true of each one. 

Mr. Jounson. If we adhere to your advocating a group of things 
to be done, as you stated, to tighten the tying devices we naturally 
are going to help those foreign- flag ships and companies; are we not ? 

Mr. Wierpa. Yes,sir. Thatistrue. Yes, sir. 

Mr. Jounson. Do you feel that if we followed the suggestion which 
you have stated and which you are going to give us as proposed legis- 
lation that there will ever be an opportunity ‘for additional American- 
flag ships to come into those conferences ? 
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Mr. Wierpa. Absolutely. Certainly. 

Mr. JoHnson. You feel there will be? 

Mr. Wierpa. Absolutely ; yes, sir. 

Mr. Jounson. You do not feel there is an umbrella being held up 
over the conference particularly in favor of the foreign ships? 

Mr. Wierpa. No, sir. I do not. This subject interests me because 
the impression seems to be around that the American-flag lines, be- 
cause we are only 1 or 2 in a conference and there may be 10 or 12 
foreign-flag lines that we are outnumbered and outmaneuvered and 
it is simply not true because, in every conference of which we are a 
member, there is no nationality which has the predominance over the 
other. 

For example, in our North Atlantic Conference we are outnum- 
bered, yes, sir, by the other foreign-flag lines, but also each foreign- 
flag line is outnumbered by the rest so that, in other words, the 
Dutch-flag line is also a very low minority in this conference as well 
as the American and the Belgian and the German. No nationality has 
any predominance in the conference, as such, and certainly none of 
the nationalities gang up together to make a victim out of the Ameri- 
can-flag line or the Rincicnn- See line an some others make a victim 
out of another. It does not work that way. It is unreasonable. There 
is no such victimization in conference. 

Mr. Jounson. I have no more questions, Mr. Chairman. 

The Cuarrman. The financial statement of the U.S. Lines is a 
little contradictory to parts of your general statement; is it not? 

Mr. Wierpa. I do not know, sir. I did not make up that financial 
statement. 

The Cuarirman. It looks pretty good. 

Mr. Wierpa. Wearestill struggling. 

The Cuarrman. You are paying on your preferred stock, I see 
here, a semiannual cash dividend of 221% cents per share, paid in 
January 1957. In 1958, the holders of preferred stock received an- 
other 2214-cent dividend. Then, over here on page 4, it says: 
one of the factors contributing substantially to this improved result was the 


greatly increased movement to this country of automobiles manufactured in 
Europe. 


Mr. Wierpa. Yes, sir. We carry automobiles from Europe as I 
mentioned, but not basically from the Continent, mainly from the 
United Kingdom. 

The CuarrMan. You have a pretty good financial statement here. 

Mr. Drewry is chief counsel. He will ask some questions about that. 

Mr. Drewry. Mr. Wierda, I will read a paragraph from the state- 
ment. This is the 1957 annual report in reference to the North 
Atlantic: 


Outbound freight cargoes and revenues on voyages made to the United King- 
dom and continental Europe from ports of the United States declined in com- 
parison with 1956 results. This decrease was due to the fact that there are 
nine fewer voyages in 1957 than in the preceding year, and was also due in 
large measure to a reduction in tonnage and freight rates on grain tonnage. 
However, this loss in revenue was more than offset by increased inbound cargo 
tonnages and revenues. One of the factors contributing substantially to this 
improved result was the greatly increased movement to this country of auto- 
mobiles manufactured in Europe. Total freight revenues in this service were 
3.4 percent higher than in 1956. 


— 
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I raise this point because of the statement you made, I believe in 
reply to Congressman Zelenko that, although you are a strong com- 
pany that you are suffering and are barely holding on in the North 
Atlantic as a result of this greatly increased nonconference compe- 
tition. 

I wonder if this is inconsistent ? 

Mr. Wierpa. No, sir. There are special circumstances there which 
I would like to explain to you. 

The United Kingdom exporters of automobiles were also charter- 
ing vessels. We originally had an arrangement with the U.K. auto- 
mobile shippers whereby the conference lines were carrying automo- 
biles to the United States and then they suddenly got the urge to 
charter vessels, too; they made arrangements similar to those of 
the continental exporters and, while I have forgotten the date off- 
hand, for a period of about 2 years they tried this system and found 
that it just did not suit their type of shipping operation. They did 
not want large quantities going at one time. i hey preferred smaller 
and more regular shipments as given by conference lines, and finally 
we cg eee with them again and they have returned to the confer- 
ence fold from the United Kingdom. That is the reason why our 
automobile shipments have increased, simply because we were able to 
get our United Kingdom automobile exporters back to us again. 

Mr. Drewry. But on the overall apparently you have been getting 
along all right. 

Mr. Wierpa. We have made money; yes. 

Mr. Garmatz. Will you yield? 

Mr. Drewry. Yes. 

Mr. Garmatz. What were the general conditions in 1956 and 1957 
when this report was made up compared to the general conditions of 
today ? 

Mr. Wierpa. Of today? 

Mr. Garmatz. Yes. 

Mr. Wierpa. There was a much better market in those days, sir. 
The market really dropped in 1957, started to drop about the middle 
of 1957, and the market today, I think, is as low as it has ever been. 

There apparently is no rainbow on the horizon and it does not look 
as if it will go up. 

Mr. Garmatz. This is 1956 and 1957 which was quoted? 

Mr. Wrerpa. Yes, sir. That is not 1958. That report is not out 
yet and conditions in 1958 were much worse than in previous years. 

Mr. Garmatz. Thank you. 

Mr. Drewry. Mr. Wierda, here is another paragraph relative to 
the Far East service which I think should be mentioned : 

The American Pioneer Line cargo service to the Far East, with a full year’s 
operation of the new fast fleet of 9 Mariners, had 29 voyages in 1957, com- 
pared with 23 voyages of Mariners, C—2’s and Victory ships in 1956. Cargo 
tonnages will improve substantially, both outbound and inbound. Total reve- 
nues in this service showed a 75-percent increase over the preceding year. 

Mr. Wrerpa. Yes, sir. 

Mr. Drewry. The Far East service is a conference and has a dual 
rate? 

Mr. Wrerpa. There is a contract service outbound but not inbound 
because the Japan-Atlantic contract was thrown out. I am sorry. 
Did I interrupt ? 
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Mr. Drewry. Is that the one where there was the rate war? 

Mr. Wierpa. Yes, sir; homebound from Japan to the Atlantic, but 
those results were obtained primarily because we were the only line 
operating 20-knot big Mariner ships in that Far East service. 

We improved our turnarounds considerably which reduced our 
costs on a yearly basis per ton of cargo handled, and, of course, in 
competing on an equal basis the best service got the biggest share of 
the cargo. 

Mr. Drewry. Just to go back to what you mentioned about home- 
bound and outbound; this report here covers the trade both ways? 

Mr. Wrerpa. Yes, overall. Yes, sir. 

Mr. Drewry. Was the experience comparably improved homebound 
as well as outbound ? 

Mr. Wrerpa. Yes, sir; because in the Japan-Atlantic trade home- 
bound we had had that rate war and they were trying to find some 
basis on which to settle this whole thing. 

Is that 1957? 

Mr. Drewry. Yes, sir. 

Mr. Wierpa. In 1957 many of the rates had been closed. Before 
that time the rates were open but in 1957 many of the rates had been 
closed and we were competing on an equal basis with all other com- 
petitors and we had a much better service than anyone else. Of 
course, on the open-rated commodities we, naturally, made ourselves 
competitive on the rates. 

Mr. Drewry. Isbrandtsen was still in the service? 

Mr. Wierpa. Yes. They have been operating homebound from 
Japan to the Atlantic so far as I know ever since they started that 
service in 1951, I believe. 

Mr. Drewry. Do they operate outbound, too? 

Mr. Wierpa. They go outbound via the Mediterranean so they are 
not competitive to us. We go direct to the Far East through the 
Panama Canal. 

Mr. Drewry. That isall on this, Mr. Chairman. 

May I ask another question ? 

The Cuarrman. Yes, Mr. Drewry. 

Mr. Drewry. Mr. Wierda, what is the total number of conference 
ships in the North Atlantic trade, both inbound and outbound ? 

Mr. Wierpa. Conference sailings outbound ? 

Mr. Drewry. Yes. 

Mr. Wrerpa. I do not have the exact number here but I think in 
1957 it was about 350, something in that range. 

Mr. Drewry. 350 sailings. How many ships would that represent, 
roughly ? 

Mr. Wierpa. I would say close to 80 to 100 ships. 

Mr. Drewry. How many nonconference ships would there be in 
the same period of time ? 

Mr. Wrerpa. All I have given are the sailings, as such. The Meyer 
has seven. Wallenius, I think has four or five. Mitsui, of course, 
goes once every 2 weeks. They have a large operation and they trade 
not only here. On the whole, I presume there would be 30 to 40. I 
have not really analyzed it from the standpoint of number of ships. 
You take the Mamenic Line. Many of their charters have been one 
way only so that I think the only realistic way of looking at the 
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amount of competition is the number of sailings not the number of 
ships which they own and operate in this trade. 

Mr. Drewry. Do you have it or will you furnish it on the basis 
of sailings? 

Mr. Wierpa. Yes, sir. I have furnished it for the nonconference, 
those which are really effective. 

There are many more than this. I shall be glad to furnish it for 
the conferences as well and give you that information on sailings. 

Mr. Drewry. I am trying to be able to see how proportionately great 
this nonconference competition is. 

Mr. Wierpa. I understand. 

Mr. Drewry. Then perhaps while you are at it, it would be inter- 
esting to see how the North Atlantic compares with some of your 
other services. 

Mr. Wierpa. All right, sir. You want that on a sailing basis? 

Mr. Drewry. I would like it both ways if I could get it, but, if 
the sailings is more practical, I leave it to you. 

(The information referred to follows :) 

UNITED STATES LINEs Co., 
New York, N.Y., May 29, 1959. 
Hon. HERBERT C. BONNER, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

DEAR Sir: At the recent hearing conducted by your committee in New York 
into the dual-rate contract system, I was requested by Mr. John H. Drewry, chief 
counsel of your committee, to provide additional information on the number of 
conference sailings in our North Atlantic trades. 

During the year 1958, the North Atlantic Continental Conference members 
had a total of 380 sailings from the North Atlantic ports of the United States 
to the Antwerp/Hamburg range of the Continent of Europe. During this same 
period of time, our records show that there were 142 nonconference sailings 
between the same ranges. 

For comparative purposes, we have also analyzed the number of conference 
and nonconference sailings from the South Atlantic ports of the United States to 
the Bordeaux/Hamburg range of continental Europe and the United Kingdom. 
In 1958, there were 70 conference sailings to this area and 36 nonconference 
sailings. 

I trust that the information given above meets the requirements of your com- 
mittee, but we should be pleased to be of further assistance if possible. 

Respectfully, 
D. F. WIERDA. 

Mr. Drewry. [ have just one other thing. There was discussion of 
the spread between the tariff and the conference or contract rate. 

Mr. Wierpa. Yes, sir. 

Mr. Drewry. I notice that when the question came up of whether 
the conference rate was a discount or not, you did not say it was a 
discount. You consider it a spread. Is the spread a penalty pro- 
vision ? 

Mr. Wierpa, No, sir. It is not a penalty provision at all, it is an 
inducement. It issomething whic h is given in return for the contract. 

If I understand it, a contract is an exchange of considerations and 
that is the consideration of the conference lines. 

Mr. Drewry. I believe it was testified earlier that when the con- 
ference or dual rate system was put in in the North Atlantic that the 

tariff rate was set at 10 percent higher than the rates that had been 
In existence prior to that time. 
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Mr. Wrierpa. In 1956? 

Mr. Drewry. Yes, sir. 

Mr. Wierpa. No, sir. My recollection of that is that the contract 
rate was made 10 percent lower than the tariff rate which existed ? 

Mr. Drewry. This was earlier. 

Mr. Wrerva. Yes; I remember. I was present then. I believe that 
he was referring to 1948. In 1948 I believe that the conference, when 
it announced this contract system which it never put into effect, an- 
nounced that the noncontract rates would be 20 percent higher than 
the contract rates; but when the actual contract was placed into effect 
o years later, there was a reduction in the tar iff of 10 percent. 

Mr. Drewry. You speak of a uniform percentage difference as an 
inducement, and you say it is not a penalty. If it is not a penalty, 
then the inducement, 1 assume, would be related to the paricular type 
of cargo and the rate on it. Is that realistic to have a uniform per- 
centage difference on all types of cargoes, for instance, whether it 
be typewriters or canicos or whatever it 1s ? 

Mr. Wierpa. Normally, on different types of cargoes the difference 
between them is reflected in the freight rate, and, of course, 10 percent 
of a $50 rate is much greater than 10 percent of a $20 rate, for example; 
so that I think, if I understood your question correctly, you were 
suggesting varying spreads for varying types of cargo. 

Mr. Drewry. I was not suggesting it. I was curious to know 
7 that would be more realistic. 

*. Wierba. It really works that way when you have a percentage, 
it seems to me. Ten percent of the higher rated commodities, of 
course, is more money than on the lower rated commodities. 

Mr. Drewry. Do you consider that the tariff rate is a realistic rate 
to begin with ? 

Mr. Wierpa. Yes; it isa realistic rate to do business; yes. 

Mr. Drewry. Then the lower rate is in return for continued patron- 
age { 

Mr. Wierpa. That is right, for continued support. 

Mr. Drewry. That is all, Mr. Chairman. 

The CHatrmMan. Mr. Cowen / 

Mr. Cowen. On page 14, Mr. Wierda, the middle paragraph, you 
state, “This dual-rate contract provides,” et cetera. It goes on to 
say, sir, that that contract runs for 6 months, the conference guarantees 
to lift all of the cargo and also guarantees the rate; that there would 
‘be no increase in the rate during the contract period, although 
lecreases were made effective immediately. 

Mr. Wrerpa. Yes, sir. 

Mr. Cowen. Is that contract in effect anywhere now / 

Mr. Wierpa. Yes, sir. It is in effect in our North Atlantie Con- 
ference. 

Mr. Cowen. Do you know of any other instances of a similar dual- 
rate contract in existence ? 

Mr. Wierpa. No, sir; Ido not. That is the only one. I think this 
contract is unique. 

Mr. Cowen. This contract does something that no other conference 
contract does in that it guarantees to carry all cargo; is that cor- 
rect, sir? 
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Mr. Wierpa. Yes; it does do that. I do not know all the contracts 
or whether any others do that or not. 

Mr. Cowen. And it runs for a specific 6 months’ period, a definite 
period ¢ 

Mr. oo Yes, s 

Mr. Cowen. W aaa: you say, then, sir, that this contract that you 
have reference to here comes nearer being a copy of the contracts that 
were in existence when the Alexander Commission studied this prob- 
lem than any other contract now in effect 

Mr. Wierpa. Well, sir, I really do not know. I could not answer 
that question. I am not familiar with the contracts which the Alex- 
ander committee studied that well. 

Mr. Cowen. I note you state that in the North Atlantic that a dual- 
rate contract system does not work. 

Mr. Wrerpa. It doesnot work. It has not worked for us. 

Mr. Cowen. It has not worked # 

Mr. Wierpa. No, sir. 

Mr. Cowen. And you would lay that to the amount of cargo or th 1e 
number of s ships serving that specific range or to outside competition, 
or jus st what is the problem the re, sir ¢ 

Mv. Wierpa. I relate it to the fact that the contract system is de- 
signed to protect the conference against the predatory activities of 
the nonconference operators but instead of giving us protection, it 
seems to have nurtured them. More of them have been born since we 
have had it than we had before so that something is wrong some- 
where. That contract is not doing the thing it was designed to do. 

Mr. Cowen. You still advocate a dual-rate system or a tying system 
in some manner, do you not ? 

Mr. Wierpa. Yes, sir; absolutely. 

Mr. Cowen. But you have found through usage that the dual rate 
system does not do what it is purported to do? 

Mr. Wiserpa. It does not do it in this trade. There may be other 
an where it does do it but we have certainly found that in this 

it does not do the job, 

Mi r. Cowen. Inthe third paragraph on page 19, you say : 

I am convinced that this can only be remedied if legislation is passed by Co1 
gress confirming the conference system and authorizing an effective tying device. 

Mr. Wrerpa. Yes, sir. 

Mr. Cowen. You believe then, sir, that the Congress in its wisdom 
must pass some legislation granting to conferences a tying device with 
the shippers? ; 

Mr. Wierpa. Yes, sir. I do. I think all doubt about this matter 
should be removed so that we can go ahead and do our business. 

Mr. Cowen. Even looking back on the experience that you have had 
that the dual rate system w ill not work for you ? 

Mr. Wrerpa. The one we have does not work in this one specific 
instance. Maybe we can design another type of dual rate contract 
which will work. 

Mr. Cowen. Might T ask, sir, how conferences which do not use a 
dual rate system continue to operate ? 

Mr. Wierpa. Westbound we have a conference contract, without 

any dual rate system at all, and they continue to operate ileaby by 
competing with these nonconference operators on their terms. 
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We do not have the things that conferences should bring to this 
trade homebound because we have no way of protecting ourselves 
against all these nonconference operators. 

As a result, the only way we can compete is on their basis, what- 
ever they establish. 

Mr. Cowen. Might I ask then if in that specific conference you 
operate at a profit ? 

Mr. Wrerpa. We operate on the round voyage. We are operating 
in some respects at a profit today but not especially because of the 
commercial cargo which is the thing that we are talking about here, 
really. 

Mr. Cowen. But it is your belief, then, that the Congress must pass 
legislation granting to conferences not only the exemption given 
them under the Shipping Act but some further mode or method 
whereby the so-called shipments can be tied directly to conference 
carriers? 

Mr. Wrierpa. Yes, sir. I believe that the conferences must have 
some protection against those who do not want to join and the only 
protection that I know is some kind of a tying device. 

Mr. Cowen. Well, sir, do the conferences themselves adjudicate 
their differences? Do they regulate the members of the conference? 

Mr. Wrerpa. You mean inside? 

Mr. Cowen. Inside. 

Mr. Wrerpa. Yes, sir; they do absolutely. Each conference dif- 
fers, of course, in the method but I think in almost every conference 
agreement, I think every one of which we are a member, has some 
method of adjudicating disputes among themselves. 

Mr. Cowen. Is it your opinion, then, that the conference without 
outside competition can best serve the American import and export 
systems? 

Mr. Wierpa. Yes, sir; definitely. 

Mr. Cowen. Do you believe that the conference then would regu- 
late itself so that each member would live by the so-called rules and 
regulations set out in the Shipping Act? 

Mr. Wierpa. Yes, sir. ‘There is absolutely no question about it. 

Mr. Cowen. Are you familiar with docket 561 of the Maritime 
Commission, sir? 

Mr. Wrerpa. Not by number. 

Mr. Cowen. That had to do with the Trans-Pacific Freight Con- 
ference of Japan wherein a cease and desist order was handed down 
by the Board in a case where conference member lines offered trans- 
portation at less than the regular rates and charges currently estab- 
lished by means of false billing in violation of section 16 and that 
they did give undue and unreasonable preference to particular per- 
sons and to subject particular persons to undue and unreasonable 
prejudice in violation of section 16; charge and did collect rates and 
charges which are unjustly discriminatory between shippers in viola- } 
tion of section 17. That was a conference with no outside competition 
insofar as the record shows and was comprised of in excess of nine | 
foreign lines and one American-flag line. 

Mr. Wrerpa. Was this the Trans-Pacific Freight Conference ? 

Mr. Cowen. Yes. 
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Mr. Wierpa. I do not doubt but that there have been instances 
of that. After all, steamship operators are human beings, but every 
conference and every operator is aware of the dangers of these things 
and every conference of which we are a member at least is trying to 
take some kind of action to prevent them and the best action is action 
taken by themselves to stop those things from happening. 

Mr. Cowen. To go one step further, does the Federal Maritime 
Board at present under its regulatory powers have authority to 
actually control conferences and their rate systems? 

Mr. Wrierpa. The Federal Maritime Board, if I understand it cor- 
rectly, has control only by approving or disapproving or modifying 
the basic agreement as such. They, of course, can immediately re- 
move the antitrust exemption which is given to the conference if they 
do not do whatever the Board says they must do. 

Mr. Cowen. Only by disbanding the conference, is that correct, sir ¢ 

Mr. Wrerpa. That is my understanding, yes, sir. 

Mr. Cowen. And they only dis: approve a rate system when a shipper 
or importer or exporter brings action before the Board that such a rate 
is discriminatory ? 

Mr. Wrerpa. Yes, sir; when they get information. 

Mr. Cowen. Do you have any record or do you know of any instance 
whereunder they have ever done that? 

Mr. Wrerpa. I am honestly not that familiar with all the actions of 
the Board. 

Mr. Cowen. That is all, sir. 

The Cuarmman. Did you give an example on page 19? You say: 

I am convinced that this can only be remedied if legislation is passed by Con- 
gress confirming the conference system and authorizing an effective tying device. 

What is an example of that? 

Mr. Wrerpa. Of the conference system ? 

The Cuarrman. You make this statement. What do you mean by 
this? 

Mr. Wierpa, I mean some type of a contract system. 

The CHamman. What is an example of that? 

Mr. Wierpa. A dual rate contract system in some trades. 

The Cuarman. What kind of dualrate? What kind of supervision 
over the dual rate provisions that are granted you ? 

Mr. Wierpa. I believe that the contract, as such, should be for a 
specified period of time. I believe that the steamship company should 
undertake to move all of the cargo which the contractor wants to move 
or make other arrangements to move it for him. I believe that the 
steamship operators should provide the service that this man needs 
and that in return for that the shipper gets a lower rate. 

The CHarrMan. That is all in your present contract in this North 
Atlantic Conference, is it not? 

Mr. Wierpa. Yes, sir, but this contract has not worked and I am 
unable right at this moment to give you the reasons. 

The CHatrman. That is the reason I asked this question. You say 
it has not worked # 

Mr. Wrerpa. That is right. 

The CuHarrman. All these things are in it. Then what is the ex- 
ample that will meet this statement that you make here ? 
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Mr. Wierpa. I believe that if in our North Atlantic trades we 
could increase the spread between the rates, if we could find some way 
of tying up or plugging up the f.o.b./f.a.s. loophole that we would 
have such an effective contract. 

The Cuamrman. Mr. Zincke, did you have any questions? 

Mr. Zincxe. Mr. Wierda, have you applied to the Maritime Board 
for any increased spread under your present dual rate contract ? 

Mr. Wierpa. No, sir. The atmosphere which has existed in respect 
to both contracts and conference systems for the last 10 or 12 years 
has certainly not been conducive to going to the Board and asking 
for this situation to be rectified. 

Mr. Zincke. The atmosphere existed at the time your present dual 
rate contract went into effect in 1956, did it not? 

Mr. Wrerpa. It was a contract which was being worked on for 
many years prior to that time and I do not know when it was finally 
formulated but at that time we felt it would work. 

I believe it was back in 1950 or something like that and we still had 
to wait another 6 years and it was this particular contract which is 
the subject of the litigation. 

Mr. Zrncke. Since 1956 has the atmosphere changed ? 

Mr. Wrerpa. Since 1956, of course, we have had court cases and 
finally the Supreme Court decision as well as the committee investiga- 
tion and inquiry into this matter. 

Mr. Zincke. At what point since 1956 did you become conscious of 
the need of a greater spread ? 

Mr. Wrerpa. We tried the contract system starting on July 1 of 
1956, and it was only after we had used it for a year or so that we 
found out that it was not all it was cracked up to be. It was not going 
to be the thing that we needed in this trade. 

Mr. Zincke. You discovered that some time in 1957 ? 

Mr. Wierpa. Approximately. 

Mr. Zincxzn. Approximately ? 

Mr. Wierpa. Later on, after we had tried it and found out that it 
was not working the way we thought and hoped that it would work, 
then we realized that this was not the contract for this trade. 

Mr. Zrincxe. And you made no attempt to change it since that 
time: 

Mr. Wierpa. No, sir, we have not. 

Mr. Zincxe. That is all I have, Mr. Chairman. 

The Cuarrman. Are you familiar with all the various contracts 
that are in the different conferences ? 

Mr. Wierpa. No, sir; not all of them. I know some of them. 

The Cuarmman. Did you ever by chance have an opportunity to 
analyze the dual rate proposal that Isbrandtsen filed with the Mari- 
time Board ? 

Mr. Wierpa. I have merely seen the announcement of the contract 
tariff and a copy of the tariff which was filed, I believe, in 1937 and 
they quote the contract rates, but I have not had an opportunity of 
looking at their filings in Washington to discover what the noncon- 
tract rates were. I do not know what spread they used. 

The Cuarrman. Are there any other questions ? 

Mr. Casey. Mr. Chairman, I have one. 

The CHarrMan. Yes. 

Mr. Casey. Getting back to automobiles, you are handling auto- 
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mobiles from Great Britain, the United Kingdom to the United 
States ? 

Mr. Wierpa. Yes, sir, and some French. 

Mr. Casey. Are you also handling them from the United States to 
the Continent ? 

Mr. Wierpa. Yes, sir. 

Mr. Casry. Are your rates different on the two? 

Mr. Wier. Yes, sir, they are. 

Mr. Casey. Why? 

Mr. Wierpa. They are different simply because of the conditions 
in the two trades. We have but one automobile manufacturer under 
contract in the North Atlantic-continental trade at the present time 
and all the others are not under contract. They are shipping by 
any means that they desire whether it be conference or nonconference. 
But the rates on automobiles from Europe to the United States are 
much too low, much too low. 

Mr. Casey. Are you making money on those shipments? 

Mr. Wrerpa. Out of those shipments we should be making more 
money that we are making today. 

Mr. Casry. But you are making money ? 

Mr. Wierpa. They are not paying their way. 

Mr. Casey. You have higher rates on automobiles being shipped 
out of the United States? 

Mr. Wrerpa. Yes. 

Mr. Casrey. Does that help make up the difference on those that 
you are handling? 

Mr. Wierpa. No, the amount of automobile traffic out of the United 
States to Europe has been diminishing year in and year out mainly 
because of the development of automobile factories over there. As a 
matter of fact, most of the American automobile manufacturers have 
their own plants in Europe and those are the automobiles, some of 
them, that we are carrying back to them. 

Mr. Casry. Do you not think that, as long as you have a higher 
rate where it makes the price of a US. manufactured automobile 
over there higher, that that is going to continue to diminish their 
market ? 

Mr. Wierpa. I do not think it is a question of just cost alone. It 
is a question of the European mentality as well as the fact that the 
European manufacturer 1s really going to town over there. An 
American automobile in Europe is really a luxury automobile. The 
ordinary European would not think of buying one today in view of 
the cheaper cars which are available at local manufacturers. 

Mr. Cassy. Nevertheless you are being subsidized so that you can 
be on an even basis with foreign ships? 

Mr. Wrierpa. That is correct; yes, sir. 

Mr. Casey. And one of the people who is paying that bill for sub- 
sidizing you is the manufacturer of automobiles, for instance, and 
you are charging him a higher rate to ship his products than you are 
charging someone to compete with him over here; is that right? 

Mr. Wierpa. The products are entirely different although they 
may have four wheels on them and move. 

Mr. Casey. But we are talking about freight rates. 

Mr. Wierpa. I know that but the products are somewhat different. 
We have tried to get together with the American automobile manu- 
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facturer and sit down with him and say, “What kind of a rate do you 
want? What do you need to do this job?” and we have been unable to 
do it except with one. 

Mr. Casry. Do you have any other comparable products? In other 
words, do you have plumbing fixtures that are going both ways? 

Mr. Wierpa. Plumbing fixtures is not any kind of a movement at 
all. 

Mr. Casry. Do you have any item that goes both ways? 

Mr. WrerpA. Some chemicals do go both ways. There are other 
commodities. 

Mr. Casey. How do your rates compare on those ? 

Mr. Wierpa. On the whole, as I mentioned earlier, I think our 

rates from Europe to the United States—and I cannot quote them 
specifically 

Mr. Casey. Are lower? 

Mr. Wierpa. They are generally lower than the rates outbound. 

Mr. Casey. How about steel ? 

Mr. Wrerpa. The rate outbound from the United States on steel 
is consderably below the rate inbound from Europe. 

We have at the present time in the continental services a rate of 
$10 a ton on steel and the rate from Europe to here is $14 a ton. Of 
course, steel is a broad general term. You have to really get down 
to what kind of steel you are talking about in that case but this $10 
rate was a reduced rate because of this nonconference competition. 

Mr. Casey. That is all, Mr. Chairman. 

The Cuarrman. Thank you very much. You have been a splendid 
witness. 

We will now have Mr. James A. Dennean. 

You have a rather lengthy statement here. We are going to, of 
course, make this a part of the record. 

Mr. Dennean. Yes, sir. 

The CHAIRMAN. Could you hit the high apots and let us follow you 
by page or would you prefer to read it through? 





STATEMENT OF JAMES A. DENNEAN, CHAIRMAN, FAR EAST 
CONFERENCE 


Mr. Dennean. Mr. Chairman, I think in order to get the feel of 
this I would like to start off. 

The Cuamman. What is the time that will be required ? 

Mr. Dennean. I think that it will take an hour to read it. It is 
40 pages. 

I do think, Mr. Chairman, after having listened to Mr. Wierda, 
that some of this is repetitious and that 1 could skim over it. 

The Cuarrman. We will put the whole thing in the record. 

Let. us have order. 

All right, sir. 

Mr. Dennean. Mr. Chairman, it will certainly be satisfactory to 
me if I am able to sort of paraphrase it. 

The Cuarrman. Allright. Proceed. 

Mr. Dennean. Mr. Chairman and gentlemen of the committee, my 
name is James A. Dennean. I live in New York City. I am the 
chairman of the Far East Conference, 11 Broaway, New York, N.Y. 
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The Far East Conference is a group of common carriers in the 
trade from U.S. Atlantic and Gulf of Mexico ports to ports in Japan, 
Korea, Formosa, Siberia, Manchuria, China, Indochina, and the 
Philippine Islands, who have agreed to charge uniform rates adopted 
pursuant to their conference agreement. 

In my statement, I refer to this trade as the Far East trade. 

In my testimony, I intend to give a condensed history of the Far 
East trade over the last 40 years s because I believe that history typi- 
fies the problems which confront the operators of liner services in 
U.S. foreign trades generally, as well as the effects of various types 
of efforts to cope with those problems. 

[ speak from an intimate knowledge of the Far East trade, gained 
by personal experience over the last. 40 years. Since 1946, I have 
been permanent chairman of the Far East Conference—indeed, I am 
its first permanent chairman. My experience in the trade, however, 
began as long ago as 1919. In that year, I became a freight solicitor 
for Robert Dollar C 0., a predecessor company of the American Presi- 
dent Lines, which is now one of our conference members. I con- 
tinued in the employ of the Dollar Co. until 1923, I solicited both 
intercoastal and Far East cargoes for the company and, in this way, 

gained firsthand knowledge of competitive steamship conditions, as 
well as the requirements of the merchants who ship in the Far East 
trade. 

In 1923, I became associated with Furness, Withy & Co., Ltd., 
U.S. agents for Prince Line. With Furness, Withy, I specialized in 
the Far East trade and, in addition to soliciting freight, worked in 

various departments involved in carrying on a liner service. I con- 
tinued with Furness, Withy until January 1, 1946, when I became 
permanent chairman of the Far East Conference. 

In 1928 I began representing Furness, Withy & Co., Ltd., at meet- 
ings of the Far East Conference, and as a result I have firsthand 
recollection of the transactions which took place during the most try- 
ing period in the history of the Far East trade. 

[ have also been appointed chairman of the New York Committee 
of Inward Far East Lines which, for certain purposes, represents in 
the United States the various conferences serving trades from coun- 
tries in the Far East to U.S. Atlantic and gulf ports. In this ca- 
pacity, I have had broad experience with the problems of carriers and 
American importers in the inbound trades from the Far East. On 
the basis of that experience, I can assure you that the matters which 
I will relate regarding the outward trade are not unique, but have 
widespread application to conferences generally. 

First, I would like to tell you exactly | what the Far East Conference 
is, and how it functions today. By the conference agreement, its 
members have agreed that they will abide by tariffs of rates adopted 
by them for transportation in the Far East trade. The agreement 
under which they operate was approved by the U.S. Shipping Board, 
under section 15 of the Shipping Act, on November 14, 1922. The 
agreement has been amended a number of times since that date, and 
in each case the amendment has been approved by the Shipping Board 
or its successors. 

Under the conference agreement, the members, by majority vote, 
establish rates and regulations which govern the application of rates. 
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In fact, all conference action, other than amendment of the agreement 
itself or selection of a chairman, is accomplished by majority vote. 
The agreement provides that any common carrier by water, which 
makes the required deposit, may be admitted to membership in the 
conference. Provision is made for arbitration of any charge of vio- 
lation of the conference agreement, and for expulsion of a member 
for reasonable cause, including breach of any of the rules and regula- 
tions adopted pursuant to the agreement. Any member of the con- 
ference may withdraw upon 60 days’ notice to the chairman. 

At this point I would like to emphasize two features of the confer- 
ence agreement which I believe are representative of most conference 
agreements in U.S. foreign trade. First, you will note that the only 
limitation on competition among the member lines is the limitation on 
competition in rates. There is no limitation upon the itineraries 
which the vessels of the member lines may follow. In other words, 
there is no phase of conference activity which bears any resemblance 
to the features which are characteristic of the monopolistic cartel. 

Except for this principle of uniformity of rates, the members of the 
conference are left free to compete as vigorously as possible for the 
carriage of cargo in the conference trade. Believe me, gentlemen, 
they do compete vigorously in every respect that is left open to them 
by the conference agreement. 

This competition takes the form of service competition. Service 
has many facets. There is the matter of speed in transit. There is 
the matter of regularity and frequency of sailings. ‘There is the mat- 
ter of care and attention to cargo, during loading and discharging, 
and while in transit. There is the matter of adapting terminal facili- 
ties and vessel characteristics to specific needs of shippers of specific 
commodities. 

I would like you to picture solicitation staffs for each of the 25 
members of my conference pounding the pavements to drum up 
cargo, each for his own line. Each has his job of salesmanship, and 
what he has to sell is service; that is to say, the extent to which he 
can point to his line as offering superior service in any one or more 
of these categories that I have enumerated. 

The result of this competition in service has been a continuing 
improvement in vessels, both as to speed and special adaptation to 
the requirements of the particular trade. I would not want to be 
understood as claiming that conferences have been the only factor 
contributing to the development of better and faster shipping serv- 
ices. It cannot seriously be disputed that the conference system is 
entitled to a very large share of the credit for such improvements 
because it channels competition away from destructive rate competi- 
tion in the direction of service competition, and because it provides 
the stability of rates which is prerequisite to the investment of the 
substantial sums required to replace obsolescent fleets with new, im- 
proved tonnage. 

The second feature common to all U.S. conferences is that they 
must admit to membership any common carrier giving evidence of 
intention and ability to maintain a service in the trade covered by 
the conference. This is a principle which has been developed by the 
Federal Maritime Board and its predecessors. Here again, it can 
be seen that a conference is not a cartel or monopoly. The Far East 
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Conference has 25 members. In 1922, there were only 12 signers 
of the original conference agreement. Thus, the membership has 
more than doubled. However, this showing leaves out of account the 
number of carriers who have been admitted to the conference and 
have resigned for reasons of their own during the intervening period. 

The Far East Conference had its origin in the eee conditions 
which afflicted the Far East trade following World War I. A huge 

vessel construction program had been set in motion during the war 

to provide a “bridge of ships” for war materials and troops. The 
hostilities ceased before the bulk of these ships had been delivered 
by the yards. To find a use for them, the Government placed them 
in the hands of the U.S. Shipping Board Emergency Fleet. Corpo- 
ration, with authority to operate them in U.S. “trades. The Fleet 
Corporation, in turn, allocated the vessels to private companies as 
its agents, for operation in U.S. berth services. In this way, a num- 
ber of companies were assigned Government-owned vessels to operate 
in the Far East trade in competition with each other and with such 
foreign-flag vessels as had survived the war. 

Before long, foreign-flag operators, to the extent that war losses 
were being made good, began to furnish increased competition. This 
competition among American and foreign-flag lines was open and 
uncontrolled. Rates were utterly unstable and fluctuated violently 
in an unduly depressed range. On many occasions, rates on the same 
sailing changed several times duri ing the same day. 

In an effort to eliminate at least the irrational competition among 
its own agents operating in the same trade, the U.S. Shipping Boar d, 
through the Emergency Fleet Corporation, caused them to organize 
the first Far East Conference in 1920. Only the Fleet Corporation 
agents operating in the trade were members. Experience soon proved 
that rate agreement among some of the lines in the trade, while the 
remaining lines were free to quote whatever rates they chose, was futile 
as ameans of producing stability. Accordingly, the Fleet Corporation 
bent every effort to bring all of the lines, American and foreign, serv- 
ing the Far East tr ade, into a single conference. It was not until 
September 1, 1922, that this objective was accomplished by the execu- 
tion of the present Far East Conference agreement, which was form- 
ally approved by the Board on November 14, 1922. 

Within 6 months, rates in the trade had been stabilized, and this 
stability was maintained with rates which gradually recovered from 
the depressed level to which they had fallen between 1920 and 1922. 

At about this same time, the carriers operating from Pacific Coast 
ports to the same destinations in the Far East, organized the Pacific 
Westbound Conference. Obviously, shippers to the Far East from 
various portions of our country desired to obtain the lowest rates 
of transportation from their plants (whether on the seaboard or in 
the interior) to foreign destinations. The tendency, accordingly, 
was for the Far East Conference and the Pacific Westbound Confer- 
ence to compete with each other’s rates in order to obtain the maximum 
share of this transportation business. Unregulated, this interconfer- 
ence competition could be as disturbing both to carriers and merchants 
as competition between conference lines and nonconference lines. 
This problem was met by an agreement between the Far East Confer- 
ence-and Pacific Westbound Conference, with approval of the Ship- 
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ping Board, which enabled the two conferences to stabilize the rates 
applicable to the three coasts. The stability of rates brought about by 
the Far East Conference and the Joint Agreement persisted until 
mid-1928. 

In June 1928, the first nonconference liner service in the Far East 

trade since the organization of the conference in 1922, was inaugu 
rated by the Isbr andtsen-Moller C o., Inc. Isbrandtsen-Moller charged 
‘ates which were generally 10 percent below conference rates. A] 
most immediately, the conference lines experienced a loss of traflic 
by reason of the attraction which cut rates held out to some shippers. 

At this point, I would like to say that it has, on occasion, been stated 
by representatives of Isbrandtsen that the police: y of that company, and 
its predecessor, Isbrandtsen-Moller Co., Inc., has not been to under- 
quote conference rates by a fixed 10 pe rent, exe ept where a conference 
contract rate system has been in effect. As shown by the opinion of 
the Supreme Court in the Japan-Atlantic & Gulf case in May 1958, 
Isbrandtsen maintained a 10 percent rate-cutting policy in the home- 
ward trade, in the absence of a dual rate sy stem; and in dockets 726, 
753, 754, and 735, now pending before the Federal Maritime Board, 
the trial examiner found that Isbrandtsen-Moller followed a similar 
policv in the Far East trade prior to the institution of the contract 
system in that eg 

In 1928 the Far East. Conference invited Isbrandtsen-Moller Co., 
Inc., to join the ouabaeniea but that line insisted that it be allowed 
a rate differential under the other conference lines as a condition to 
joining. This condition was unacceptable to the conference. Ac 
cordingly, the members turned to consideration of means to protect 
themselves against the chaotic rate condition which was threatening as 
a result of the Isbrandtsen-Moller cutrate ¢ ompetition. 

Effective January 1929, the conference adopted a contract system 
applicable to 12 commodities moving in volume, with a $2 spread 
between the contract and noncontract rates. In 1930, this system was 
expanded to include 20 additional commodities. By late 1930, it had 
become apparent that this limited contract system, with a $2 spread, 
could not be successful in preventing rate instability. Some con- 
ference members favored meeting outside competition either by selec- 
tive reduction of conference rates, or by opening conference rates. 
When the rate on any item is declared “open,” each member is free to 
fix its own rate for that item, and thus compete ratewise with every 
other member, as well as with outsiders. In order to obtain freedom 
of action to adopt either of these courses should it seem advisable, 
without the necessity of any concurrence of the Pacific Westbound 
Conference, the Far East Conference terminated the Joint Agree- 
ment between the Conferences, effective December 15, 1930. Thus, an 
imporiant factor making for stability gave way in the face of outside 
rate competition. 

In February 1931, 9 of the 11 members of the conference were so 
dissatisfied with the inability of the conference to deal effectively with 
the Isbrandtsen-Moller competition that they gave notice of with- 
drawal from the conference, effective May 6, 1931. Ultimately, four 
of these lines allowed their resignations to become effective (the other 
resignations having been withdrawn), and, thereafter, these four lines 
operated independently in rate competition with the lines who re- 
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mained in the conference, and with Isbrandtsen-Moller. In order to 
deal with this situation, the lines which retained conference member- 
ship declared rates open on almost all items and a vicious rate war 
ensued. 

By September 1931, three of the lines which had withdrawn were 
willing to return to the conference, provided that the member lines 
would have freedom of action to meet actual nonconference rates 
if the conference as a whole should refuse to reduce conference rates 
to the outside level, and if consideration would be given to a method 
of rationalization, for instance, by pooling cargo, and upon two other 
conditions not here material. The conference accepted these condi- 
tions and the three lines rejoined. 

In an effort to restore order to the badly disrupted trade, the 
conference, in the fall of 1931, took the lead in sponsoring meetings 
of all lines operating in the Far East trade, including Isbrandtsen- 
Moller, with a view to agreeing on uniform rates and some method 
of rationalization. Several meetings did take place but the efforts 
failed because Isbrandtsen-Moller insisted that, while it would in 
general observe conference rates, it must have freedom of action to 
fix its own rates to be charged to favored shippers of enumerated 
commodities. Isbrandtsen-Moller stated that it would not attempt 
to obtain shipments of these commodities from others than these 
favored shippers. The conference lines replied that such an arrange- 
ment was illegal because it was unjustly discriminatory; and that 
even if the conference did concur in such conditions, an agreement 
incorporating them would not be approved by the Shipping Board. 

Accordingly, no truce im the rate war was concluded, and the 
chaotic condition extended through 1932 and 1933. 

In the summer of 1932, the conference determined to close rates 
and establish a contract system covering all commodities, with a 
$3 spread between contract and noncontract rates. This system was 
made effective September 1, 1932. However, shippers insisted that 
the contract include what was known as a fall clause. Under the fall 
clause a contract shipper would be free to ship on a nonconference 
line if he could show that the line had underquoted the conference 
contract rate, and the conference would not meet the outside quota- 
tion. In response to shipper insistence, the fall clause was included 
and the contract system was put into effect. However, so numerous 
and frequent were shipper requests for relief under the fall clause 
that rates were, for all practical purposes, still open. Rate war con- 
ditions thus continued through 1933, and the contract system remained 
utterly ineffective. 

Finally, the conference eliminated the fall clause from the shippers’ 
contracts, effective January 1, 1934. Almost immediately, there was 
a gradual restoration of rate stability. It was a matter of years 
before rates returned to their 1928 levels. 

Up to this point, I have explained the impact on the conference 
carriers of the chaotic conditions which prevailed during the 1931-24 
rate war period. I would not want to continue with my historical 
narrative without making any reference to the effect of the rate war 
on shippers. 

The demoralized. conditions in the Far East trade and numerous 
other trades in U.S. foreign commerce, brought about by cutrate 
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nonconference competition, were the subject of an investigation by the 
U.S. Shipping Board Bureau. The report ofthe Bureau, and:of the 
Secretary of Commerce, as a result of lengthy hearings, is known 
as Section 19 Investigation, 1935 (1 U.S.S.B.B. 470). The report 
states, at page 493, that a long line of shipper witnesses, many of 
whom had at one time or another used nonconference carriers, testi- 
fied at the hearings in support of requests for rules and regulations to 
end cutthroat competitive practices. 

These shippers testified as to the harmful effects upon foreign trad- 
ing of freight rates varying over wide ranges from day to day, and 
even during the same day. Such conditions render impossible the 
orderly marketing of merchandise by forward sales over periods of 
30, 60, or 90 days. Merchandising is converted into a speculation in 
freight rates. Further, the shippers condemned a situation in which 
competing carriers would be quoting different rates for the same item 
of cargo over the same trade route. A shipper in such circumstances 
never knows whether he has obtained the best possible freight quo- 
tation and, consequently, whether he is in a position to offer the best 
price to his foreign customers. He is forced to become a trader in 
freight rates as well as in merchandise. The shippers generally took 
the position that stability and uniformity of freight rates are more 
desirable than low freight rates, so long as the level of rates is one 
at which they can do business. 

The order issued as the result of the Section 19 Investigation re- 
quired all common carriers in the outbound foreign trade to file sched- 
ules of their rates with the Board within 30 days after their effective- 
ness. Isbrandsten-Moller carried its attack upon this order to the 
Supreme Court, and it was not until 1937 that the validity of the 
order was sustained. By that time the contract system had succeeded 
in restoring stability in the Far East trade. 

It is our understanding that, in other trades, experience has proved 
that, without a contract system, the order is ineffective to produce 
stability where there is nonconference, cutrate competition. 

Turning again to the period from 1934 to the outbreak of World 
War II, [ have said that the Far East Conference’s contract system 
restored stability of rates and enabled the rates gradually to approach 
the level from which they had dropped sharply during the rate war. 
This result was achieved notwithstanding the competitive practices of 
Isbrandtsen-Moller. Until 1940, Isbrandtsen-Moller continued its 
general practice of cutting conference rates by 10 percent. It paid 
to freight brokers brokerage of at least 214 percent, as against the 11, 
percent paid by the conference lines, and on occasion paid brokerage 
as high as 10 percent. 

Isbrandtsen-Moller even put into effect its own dual rate system 
with exclusive patronage contracts. This system was in effect on 
various items between 1936 and 1941. Notwithstanding these prac- 
tices of the nonconference line, the Far East. Conference’s contract 
system succeeded in its objective of restoring and maintaining stable 
rates, 

What was the impact of this contract system on Isbrandtsen-Mol- 
ler? In 1934 Isbrandtsen-Moller doubled its sailings from 12 to 24 
per annum to the Far East, notwithstanding that “Mr. Isbrandtsen 
had expressed the view that the trade was overtonnaged. 
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Isbrandtsen’s executive vice president, who was in charge of liner 
traffic for Isbrandtsen-Moller, has testified that the line did a good 
business during that period. I might say while Isbrandtsen-Moller 
was doubling its service, the conference lines serving the Philippines 
as the first call on their Far Eastern itinerary, reduced their sailings 
by 25 percent pursuant to an agreement approved by the Shipping 
Board Bureau and known as the Philippines and China pool, no 
longer in existence. 

After the outbreak of World War II in Europe, many vessels were 
withdrawn from the Far East trade as the result of requisition by 
European governments. The situation became one of acute shortage 
of cargo space. During 1940, Isbrandtsen-Moller began charging 100 
percent of the Far East Conference contract rates on most commod- 
ities. In some instances, Isbrandtsen-Moller charged in excess of Far 
Kast. Conference rates. 

[ mention this because it has often been suggested that a noncon- 
ference line serves to protect shippers from excessive rates which con- 
ferences might charge in the absence of such competition. Here we 
see that historically, the nonconference competitor, far from protect- 
ing the shipper from conference rate increases, abandoned its rate- 
cutting policy at a time when shippers most needed space, and charged 
conference rates or more. It has been our experience that the outside 
line cuts rates only when it is necessary to do so in order to attract 
business. When plenty of business can be had by all, he gets at least 
the same rate as everybody else in the trade. 

Since, in ordinary times, every conference is well aware that any 
reduction in its rates would only produce a further cut in the non- 
conference rates, the nonconference competition offers no inducement 
whatsoever to the conference to pursue a low-rate policy. The low- 
ered conference rate structure would be ineffective to regain cargo for 
the conference lines, and what little cargo they would obtain would 
be moving at lower rates. The results for the revenue position of 
the conference lines and their programs for maintenance and improve- 
ment of service would be disastrous. 

While digressing, I might also mention the argument often put 
forth that the nonconference rate cutters offer as much stability as 
the conference lines. This is a half truth. As a matter of simple 
arithmetic, a line which charges 90 percent of the stable rates of its 
conference competition will obviously be affording a stable rate. 
However, this stability is entirely de »pende nt on the willingness of the 
conference lines to hold their rate at the same level while traffic 
is attracted, in ever-increasing volume, to the cut-rate outside service. 
Naturally, the conference lines will not long hold the umbrella over the 
outsider, unless they have some means other than cutting or opening 
rates, of retaining a fair share of the traffic. In the absence of some 
conference system of exclusive patronage, nonconference rate cutting 
leads inevitably to drastic instability and unremunerative rates. 

[ trust that one further digression will be pardoned. 

It has been argued that the contract system does not furnish real 
rate stability because the form of conference freight contract permits 
the conference to increase contract rates on 90 days’ notice. On this 
premise, it is argued that stability is provided for only a 90-day period. 

This argument is fallacious. When a conference employs the shield 
of a contract system to protect it against nonconference rate cutting, 
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it changes rates only when carriers’ costs increase substantially, thus 
necessitating an increase in rates, or shippers’ requirements for lower 
transportation costs necessitate a decrease. 

The history of Far East Conference rates demonstrates that while 
the conference has the right under shippers’ contracts to increase rates 
on 90 days’ notice, in many cases there are no changes in rates for 
periods as long as 2 and 3 years. By experience shippers know that 
they can rely upon this long-term stability except im cases which 
might be termed emergency situations. 

I return now to my historical presentation. 

During World War II, commercial transportation to the Far Kast 
was, of course, inoperative. As successive areas of the Far Kast were 
liberated, commercial transportation resumed at rates controlled by 
the War Shipping Administration. The WSA spec ifically authorized 
the Far East Conference to establish a surcharge of 35 percent ap- 
plicable to both its contract and noncontract rates. These sure harges 
resulted in an increase in the spread from $3 to $4.05. 

After rates were restored to private control in the spring of 1946, the 
conference absorbed the surcharge into the basic rates and rounded off 
the spread to $4. 

In 1946, Isbrandtsen Co., Inc., the successor to Isbrandtsen-Moller, 
resumed service from U.S. North Atlantic ports to the Far East. 
However, this service operated via Suez, rather than Panama, and 
continues so to operate as part of Isbrandtsen’s eastbound round-the- 
world service. 

During the immediate postwar period, when there was a shortage 
of space ‘while the fleets of various nations were trying to make good 
their wartime losses, Isbrandtsen charged 100 percent of Far East 
Conference rates. During 1948, when it again became necessary to 
compete actively for cargo, Isbrandtsen resumed the 10 percent rate- 
cutting pattern which has continued. Nevertheless, the Far Kast 
Conference, assisted by its contract system, has been able to maintain 
remarkable stability throughout the postwar period. 

This history has thus far dealt exc tusively with the competitive sit- 
uation from Atlantic ports to the Far East. The competitive situa- 
tion in the gulf has been even more acute. 

In the gulf, the stability which had been maintained since 1922, was 
disrupted in 1929 by the advent of several new services which operated 
outside the conference and drastically cut conference rates. The situ- 
ation ré apidly became so untenable for the conference lines that the 
United States Merchant Fleet Corp., which had succeeded to the 
Emergency Fleet Corp. as an operator of a service in the trade, 
withdrew from the conference. ‘This withdrawal occurred notwith- 
standing the strong position of the Fleet Corp. in favor of conference 

ratemaking and stability and the fact that they had helped to organize 
the conference. 

In order to appreciate the circumstances which developed in the 
gulf, it must be understood that the traffic from the gulf is quite differ- 
ent from traffic from Atlantic ports. A very substantial portion of the 
merchandise moving through the Atlantic ports consists of a great 
diversity of packaged manufactured goods of high value. By way of 
contrast, the traffic from the gulf consists chiefly of cotton in bales, 
phosphate rock, carbon black, fertilizer s, petroleum products, and bulk 
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grains. ‘These commodities are often shipped in very large parcels. 
‘Acco rdingly, the gulf traffic is very susceptible to competition from 
tramps, W hich may load a full cargo of one of these items for a single 
shipper, or a few large parcels for several shippers. 

There is an additional type of competition encouraged by the 
availability of these items of cargo. This is an operation which com- 
bines features of tramp and liner operation. For example, a vessel 
obtains one large parcel of phosphate rock, and another of soya beans, 
and is left with 1,000 tons of unused deadwe ight capacity and substan- 
tial free space. ‘The operator may solicit parcels of liner-type cargoes 
which will yield him profit to the entire extent of the excess of the 
rate he can get over loading and discharging costs. To attract enough 
cargo to fill out his unused capacity, he will offer whatever rate may 
be necessary to get the business. He will naturally approach the larg- 
est shippers in the hopes that they can fill out his space with a single 
parcel. More often than not, he will close his deal and be on his way 
before the other merchants and the conference lines at the port know 
what business he has obtained and what rate he has charged. 

I believe that is the worst type of competition because it is open to 
such discrimination. Other shippers do not have the opportunity of 
shipping and a few shippers get an advantage over all of their com- 
petitors by obtaining space at lower rates. 

These three types ‘of competition—cut-rate liner service, tramp and 
“semiliner”—plagued the gulf/Far East trade throughout the 1930's, 
The result was rate chaos, with the larger shippers who could ship 
full cargoes or large cargoes with the tramps or semiliners, enjoying 
an advantage ov er their smaller competitors. 

The violence of rate fluctuations during this period was made the 
subject of a specific study w ith relation to cotton to the Far East in 
dockets 726, 733, 734, and 735. The conference rate on cotton was 
open from 1931 to 1941. An analysis of the monthly ranges of 
quotations by the individual lines shows, for example, that during 
February 1936 quotations ranged between 25.5 cents and 30 cents per 
100 pounds, during December 1936 between 26 cents and 40 cents, 
during May 1937 between 38 cents and 60 cents, during September 
1939 between 48 cents and $1, and during July 1941 between $1 and 
$3. A bale of cotton weighs about 500 pounds. It takes no imagina- 
tion to see what a single shipper, who can ship several thousand bales 
to Japan at half the freight quoted to competitors, would do to the 
market. 

The CHarrMan. We will rest there and have lunch. We will re- 
sume at 2 o’clock. 

(Whereupon, at 12:35 p.m., a recess was taken until 2 p.m. this 
same day.) 

AFTERNOON SESSION 


(The hearing was resumed at 2 p.m., pursuant to the recess. ) 


The CHarrMan. The committee will come to order. We will con- 
tinue the afternoon session with Mr. James A. Dennean. 


37109 — 39---pt. 2 4 
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STATEMENT OF JAMES A. DENNEAN, CHAIRMAN, FAR EAST 
CONFERENCE—Resumed 


The CuarrMan. You may proceed. 

Mr. DeNnNEAN. Since the war, st: ibility has been maintained in the 
gulf/Far East trade notwithstanding substantial outside competition 
in all three categories. Success in m: aintaining stability has been due, 
in large part, to the extension of the conference contract system to 
cotton in 1950. However, the threat of a return to chaos, if the con- 
tract system should be terminated, is ever present in the gulf, just as 
it is in the Atlantic/Far East trade. 

I would like to point out, Mr. Chairman, if I may, the point that in 
the gulf area we have outside competition which is not listed in this 
statement. Isbrandtsen isn’t the only liner nonconference competitor 
in the Far East trade. In the gulf we have a service that is operating 
once a month from the Atlantic and they fill out from the gulf and 
sometimes load completely in the gulf ares 

I would like to interpose that statement at this point. 

The shippers of cotton have testified, in Federal Maritime Board 
Dockets 726, 733, 734, and 735, which involved an attack on the Far 
East Conference dual rate system, to their great satisfaction <a 
the Far East Conference dual rate system. In these same proceed- 
ings, a representative of one of the outstanding shippers of leaf to- 
bacco testified to the necessity of a dual rate system in order to assure 
his industry of rate stability. In the light of the testimony of these 
outstanding representatives of large shippers of American agricul- 
tural products, I submit that the mere ideological and factually un- 
supported adverse testimony of representatives of the Department of 
Agriculture is not entitled to any weight. I might also add that ship- 
pers of manufactured products testified i in these proceedings regard- 
ing the beneficial effects of the Far East Conference contract sy ystem 
upon their international ieadline 

So much for history. I would now like to give you some picture 
of how the business of the Far East Conference is conducted. In 
many respects it is typical of conferences in U.S. foreign trade. How- 
ever, it must always be borne in mind that there are many peculiar 
features of different trades, such as the items of cargo moving in the 
trade, the length of the voyage, the policy of foreign governments at 
the foreign termini, the competitive practices of nonconference op- 
erators, the terms on which business is generally conducted, and, 
doubtless, other details. 

Under the conference agreement the Far East Conference members 
determine all matters by a majority vote of the membership. The 
only exceptions would be an amendment to the conference agreement, 
which would require unanimous assent, the selection of a chairman, 
and any addition to, or modification of the chairman’s duties, which 
would require an affirmative vote of two-thirds of the members. 
However, over the years the principal activity of the conference has 
been to establish rates and tariff rules and regulations regarding their 
application. This function is performed pursuant to majority vote. 

A word is in order at this point regarding the nationality of the 
conference members. Today, of the 25 members, six operate under 
the U.S. flag, three under the British flag, nine under the Japanese 
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flag, one under the Danish flag, three under the Norwegian flag, one 
under the French flag, one under the Philippine flag, and one as a joint 
service of vessels under the Philippine, British, Swedish and Dutch 
flags. I attach to my statement, marked exhibit A, a list of the mem- 
bers of the Far East C onference, showing the flags under which they 
operate. 

(Exhibit A is as follows:) 


EXxHrsiT A 


Membership of Far East conference, March 1959 


Member United | United Den- Philip- 
States | King- | Japan |Norway/|Sweden' mark | France Holland! pines 
dom 


American President Lines, 
Ltd xX 
Bank Line Limited xX 
Compagnie de Transports 
Oceaniques. _- xX 
Daido Kaiun Kaisha, Ltd_ - X 
De La Rama Joint Service - xX * x ¥ 
Ellerman and Bucknall As- 
sociated Lines Joint Serv- 


ice 
Fern-Ville Far East Lines 
Joint Service X 
Iino Kaiun Kaisha, Ltd_- Es i Mic annaterubh Stale 
Isthmian Lines, Inc. X 
Ivaran Lines, Far East : 
Service Joint Service X 
Kawasaki Kisen Kaisha, : 
Ltd_. x 
Lykes Bros. Steamship Co., 
Ine- X 
Mitsubishi Kaiun Kaisha, 
Ltd__. xX 
Mitsui Steamship Co., Ltd_. 7 
4. P. Moller-Maersk Line 
Joint Service. _. A 
Nippon Yusen Kaisha-- X 
Oaska Shosen Kaisha, Ltd x : d 
Philippine National Lines. - ‘ caaeee xX 
Prince Line, Ltd X 
Shinnihon Steamship Co., 
Ltd__- xX 
States Marine Lines Joint 
Service 
United States Lines Co 
Waterman Steamship Corp.~ 
Wilh. Wilhelmsen Joint 
Service _ _- : xX : gana pened 
Yamashita Kisen Kaisha, 
Peissc< Sas : X 


AMA 


Mr. DenNnEAN. Opponents of the contract system have often con- 
tended that conferences are dominated by foreign lines. In my entire 
experience with the affairs of the Far East Conference I have never 
observed voting by member lines on the basis of nationality. The very 
diversity of the flags represented in the conference would prevent 
voting by nationality from having any significant effect upon con- 
ference action. Beyond this, the countries, other than the United 
States and Japan, whose flags are represented in the conference, have 
throughout the history of the conference had a negligible export trade 
to the destination territory of the conference. This we have proven 
in the Maritime Board’s dockets 726, 733, 734, and 735. On the other 
hand, the share of the United States as a supplier of goods to the Far 
East has been maintained, and in normal times has steadily grown. 
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The conclusion is inescapable that the nations whose citizens are 
members of the Far East Conference have a stronger interest in having 
their nationals earn dollar revenue from the transportation of a large 
volume of freight from U.S. ports to the Far East than they do in 
the dribble of exports which they send from their own ports to the 
Far East. 

The chairman is the executive officer of the conference and presides 
over conference meetings. He is a member of all standing and special 
committees of the conference, and selects the members of all com 
mittees. The chairman conducts negotiations with shippers regard- 
ing rates, and all conference rate action is communicated to shippe rs 
exclusively by the chairman. The agreement provides that the chair- 
man shall have access to the records of the members for such Inspec - 
tion as is necessary to enable him to determine that the members are 
abiding by the conference agreement. 

Apart from the chairman, the conference office has a staff of eight. 
There is a secretary, who keeps the minutes of conference meetings and 
who cooperates with a tariff clerk in the preparation of tariff changes 
and rate supplements. There are also two statisticians, three stenog- 
raphers, and one oflice clerk, whose services are required in the mainte- 
nance of the records of the conference and the conduct of its cor- 
respondence. 

The expenses of maintaining the conference office, paying the staff, 
and carrying on its functions are paid pro rata by all of the members. 
In practice, the chairman annually prepares a budget for the coming 
year and the proposed budget is passed upon by the executive com- 
saiaenel the conference. 

I am sure that this subcommittee is most interested in the procedure 
by which rates are established and changed. Perhaps this process 
can best be explained by taking the origin of the conference as a point 
of departure. 

In September 1922, there may have been 300 items enumerated in the 
first tariff of the Far East Conference. I have not counted them, and 
the exact number is not important for the present purpose. All of 
those items probably were categories of merchandise which at the 
time were moving with some degree of frequency and regularity in 
the Far East trade, with one exception. ‘That exception is the cate- 
gory of “cargo, not otherwise specified.” This item is often referred to 
as “cargo, n.o.s.,” or “general cargo.” Any item offered for shipment 
which would not fall within the tariff description of any commodity 
for which a specific rate was provided would be charged at the general 
cargo rate. 

You may wonder how the rates were arrived at for the first confer- 
ence tariff. The answer is not too clear. However, it is certain that 
common carriage in the Far East trade had a history extending at least 
as far back as 1893. Over the period prior to 1922, the rates on items 
of cargo regularly moving had been established and changed over the 
years through negotiations with the shippers of those items. Thus, 

‘ach rate would have its own historical or igin and explanation. 

As years have gone by, conditions have changed. Let us assume op- 
erating costs have increased. The carriers feel it necessary to increase 
rates generally by, let us say, 10 percent. An announcement of such 
an increase has produced a reaction from the shippers of some com- 
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modities who have contended that their export business could not 
stand a 10 percent increase in ocean transportation costs. Negotia- 
tions have followed in which all aspects of foreign trading in that par- 
ticular item have been considered. Consideration has been given to the 
sales prices of the articles in the United States and in competing for- 
eign countries. Fhe ocean freight rates from competing foreign 
sources to the common destination have been taken into account. The 
volume and regularity of the movement of the item, and the relation- 
ship between its weight and cubic measurement as packaged for ex- 
port, have been considered. Likewise, the carriers have inquired into 
any special characteristics as to susceptibility to damage or likelihood 
of contamination of adjacent cargoes. Upon an evaluation of all of 
these factors, the rate has been either subjected to or exempted from 
the general increase, in the light of special circumstances which had 
been shown. 

Let us consider another situation. Frequently a manufacturer of 
an item which has not previously moved in sufficient volume to justify 
a separate tariff rate, comes to the conference and states that the gen- 
eral cargo rate is too high to enable him to export to the conference 
destination, but that if a lower rate of X dollars should be established 
for that item, he believes that he will be able to do a certain volume 
of business. Here again, all of the factors which I described in con- 
nection with the previous example are taken into account in deter- 
mining whether a new tariff item should be established and what rate 
should be accorded to it. It may be that it will be determined that 
this shipper’s product, while not coming within any existing tariff de- 
scription, is very much like some existing tariff item and is competitive 
with it and should take the same rate. In such a case, rather than 
establish a new tariff item, the conference may add this item to the 

tariff index with a reference to the existing item as furnishing the 
applic able rate. Today there are only 649 numbered tariff items 
with specific rates in the Far East Conference tariff. However, the 
alphabetical index to the tariff, which in this fashion keys additional 
items to the rates in the body of the tariff, contains 4,670 listings, 

Finally, let us consider the situation where a shipper or an asso- 
ciation of shippers of a listed item or an indexed item states that the 
current rate is too high and that a reduction of, say, $5 is required. 
Again, all of the relevant di ita are assembled as the basis for for ming 
a judgment on the shipper’s request. 

Today we have a rate application questionnaire which is furnished 

9 any shipper or shippers” group requesting a rate adjustment. I 
am attaching to my statement, marked “Exhibit B,” a copy of that 
questionnaire so that you may see exactly what factors the conference 
desires to consider in connection with the application. 

(Exhibit B referred to follows:) 
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Mr. J. A. Dennean, Chairman 
Far East Conference 

Room 812, 11 Broadway 

New York 4, New York 


Please docket for consideration this Rate Questionaire Application for 
readjustment of ocean freight rate on the undernamed commodity: 


Commodity 

Present Rate $ Rate Requested $ 
Trade Name (if any) 

Label Required (if Hazardous or Semi-hazardous) 


Export Packaging and Stowage Specifications, Viz: 


Outer Packing 

Gross Weight 

Length " x Width " x Depth wx re 
Cubic Feet per Package 

Number of Cubic Feet occupied per ton of 2000 lbs. 


Value of Commodity, Viz: Per Pound $ or per 2000 lbs. $ 


Uses: 


Volume in which commodity ordinarily moves, viz: 
a) Continuous ( ) 
b) Seasonal ‘> 
c) Sporadic t3 


Reason for requested change in present ocean freight rate applying: 


Where does this cargo originate 
Port of destination 


Give Schedule B Number (U. S. Dept. of Commerce Statistical Classification 
of Commodities) 


Give C.F.C. Number (if any) (Consolidated Freight Classification) 


Page l. 
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Give names and values of commodities used as substitutes (if any) for the 
" commodity under consideration: 


(The following question requires AN ANSWER only if the commodity under 
consideration originates at an inland point in the United States) 


Rail rate from point of origin, to: 


Carload Rate for Export Minimum Carload 
per 100 lbs, Weight 


to New York: *Plus lbs. 
to New Orleans: *Plus lbs. 
to Pacific Coast: *Plus b ibs. 


*(include here the percentage of Surcharge, if eny) 


(If the commodity under consideration also originates at other inland 
points competitive with the above point of origin, AN ANSWER is required 
to the following): 

Rail Rate (CL for export) 


Point of Origin plus surcharge, if any 
to New York 


to New Orleans 
to Pacific Coast 


If foreign competition is involved AN ANSWER is required to the following 
and any additional facts which you may desire to state: 


Country FOB Value Ocean Frt. Rate 


re 


Additional information: 


IT IS UNDERSTOOD AND AGREED THAT ANY REDUCTION IN THE FREIGHT RATE PRESENTLY 
APPLICABLE TO THE ABOVE NAMED COMMODITY, AS A RESULT OF THIS PETITION, WILL 
BECOME EFFECTIVE ON THE DATE THE CONFERENCE AGREES TO SUCH REDUCTION, IF ANY; 

AND IT IS FURTHER UNDERSTOOD AND AGREED THAT IF A REDUCTION IN RATE IS IN FACT 
EFFECTED, SUCH REDUCTION SHALL NOT APPLY TO ANY SHIPMENTS MADE OF THE ABOVE 

NAMED COMMODITY PRIOR TO THE DATE ON WHICH THE CONFERENCE AGREES TO THE REDUCTION, 


NAME OF SHIPFER: 

ADDRESS: 

BY: 

TELEPHONE NUMBER: F.E.C, Contract No. 


Note: <Any other information which you may wish to offer in support of this 
request can be included on the reverse side of this petition. 


Page 2. 
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Mr. Dennean. When the application is returned by the shipper, 
the conference staff checks it for completeness. If any data are miss- 
ing, or if any of the information is out of line with our general know]l- 
edge of conditions, we will check with the shipper for further data, and 
if he does not come forward with same, the conference staff itself will 
endeavor to develop completely whatever material is lacking for an 
informed decision. 

When the necessary data are assembled, they are referred to the rate 
committee. Every 3 months I appoint a new rate committee consist- 
ing of representatives of five member lines. The committee con- 
siders all pending rate applications and prepares a report setting forth 
the recommendations with respect to each. The report is placed be- 
fore the next conference meeting, when action is taken on the com- 
mittee’s recommendations by majority vote. Each recommendation 
is either adopted, rejected, or refe rred back to the committee for fur- 
ther consideration. 

The regular meetings of the conference are held on alternate 
Wednesdays. The regular meetings of the rate committee are held on 
the Mondays next preceding the regular meetings of the conference. 
In addition, special meetings of the conference are held to handle 
urgent matters without consideration by the rate committee. 

On one item the procedure is somewhat different. There is at 
this time a cotton committee, appointed by me, consisting of five mem- 
ber lines who participate actively in the carriage of cotton from the 
gulf. Whenever either the conference lines or the ocean freight 
committee of the American Cotton Shippers Association desire a 
change in the cotton rate or conditions relating to the movement 
of cotton, the two committees meet and negotiate. Generally, the con- 
ference cotton committee reports its recommendation to the confer- 
ence and its recommendation is voted upon in the same manner as any 
other rate question. I might say that rate negotiations have been 
conducted with associations of shippers with respect to the rates for 
automobiles, trucks, and parts, leaf tobacco, and rubber goods. In 
the case of these items, I conduct the negotiations for the conference. 

It is difficult, if not impossible, to generalize as to the factors con- 
sidered in making rates for common carrier ocean transportation. I 
have indicated to you the factors which we in the Far East Confer- 
ence generally want to know in determining a rate question. How- 
ever, in any particular instance the importance attached to each of 
these factors will be different. In some instances the value of the 
item may be the crucial factor in determining the rate. In other 
cases, its cubic measurement relative to its w eight may take precedence. 
In still other cases, competition from foreign sources of manufacture 
may have the decisive influence. 

The most important consideration in all situations is the establish- 
ment of a rate that will enable the shipper to do business, so long as 
that can be accomplished without putting in an uneconomically 
low rate. The shippers are our “bread and butter.” Unless they 
can sell their goods, we may have wonderful tariffs but no cargo and 
no revenue. 

I would now like to explain the operation of the joint agreement 
between the Far East Conference and the Pacific Westbound Con- 
ference. 





d 
( 








STEAMSHIP CONFERENCE STUDY 389 


As we saw during the historical narrative, the prewar joint agree- 
ment was terminated in 1930. Thereafter, there were occasional ef- 
forts to reestablish a cooperative relationship between the two con- 
ferences, but it was not until 1952 that a new joint agreement was 
entered into and approved by the Federal Maritime Boar rd, 

This agreement is very general in its terms. It states as its pur- 
pose the establishment and maintenance of stability of ocean rates 
and frequency, regularity, and dependability of service to the eco- 
nomic interests of all coasts of the United States in the export trade 
to the Far East. Under its terms the parties agree to establish 
rates to be charged for transportation except with respect to 12 enu- 
merated commodities when shipped in bulk. 

The agreement provides for an initial meeting to make rules for the 
changes “of rates, rules and regulations. However, it provides that, 
notwithstanding any provision of the agreement or of any rules and 
regulations adopted pursuant to it, if either constituent conference 
should determine that conditions affecting its operations require an 
immediate change in its tariffs, it may, on 48 hours’ telegraphic notice 
or 72 hours’ airmail notice to the other conference, make the changes 
thus required without breach or violation of agreement. The agree- 
ment requires each conference not to admit a new member who does 
not simultaneously become a party to the joint agreement. The agree- 
ment continues in effect until the 90th day after any party shall have 
given notice of termination. 

Under the authority of this joint agreement, a number of meetings 
have been held at which rules and reoualti ions have been adopted. All 
of these have been filed with the Federal Maritime Board. 

Pursuant to these rules, certain items have been classified as “local 
initiative items,” that is, one conference or the other may adopt rates 
and changes in rates on those items without reference to the other 
conference, such other conference being free to follow the action of 
the conference having the initiative. A commodity may not be 
assigned to this category unless 70 percent or more of the Far East 
exports of that commodity originates on the coast. within the scope of 
either the Pacific Westbound Conference or the Far East Conference 
agreement. When a commodity so qualifies, the conference whose 
members carry the 70 percent or more may request the “local initia- 
tive” with respect to that item. The concurrence of the “opposite” 
conference is required to add the item to the local initiative list. 

As to the items of cargo which have not been placed on the initiative 
list, either conference must, obtain the concurrence of the other in a 
proposed rate change. If, for example, the J’ar East Conference votes 
to reduce the rate on an item on which there is no local initiative, the 
conference teletypes advice of this action to the Pacific Westbound 
Conference and requests concurrence. The rate change cannot be put 
into effect until that concurrence is received. The converse procedure 
applies when rate action is voted by the Pacific Westbound Conference 
in the first instance. In the Far East Conference all requests for con- 
currence are referred to the rate committee and, in the vast majority of 
cases, a recommendation is made and voted on at the next regular 
meeting of the conference. To guard against the pigeonholing of 
requests for concurrence, the joint regulations provide that if the 
conference requesting concurrence receives no reply to its request 
within 10 days, it may take its proposed rate action. 
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There can be no question that the procedure under the joint agree- 
ment does somewhat delay rate action by the two conferences. How- 
ever, it is our firm belief that the benefits afforded by the elimina- 
tion of haphazard and competitive rate adjustments by the two con- 
ferences far outweigh any disadvantage which may occasionally be 
experienced through the requirement of the additional rate procedure. 

Another point of interest is the manner in which the public is in- 
formed of Far East Conference rates. Of course, the complete tariff 
kept up to date with all corrected pages is in the conference office and 

rate information can be obtained there by telephone, by mail, or by a 
personal call. Hach member of the conference is furnished sufficient 
copies of the tariff and corrections so that it may have a complete set 
at each of its offices and at the offices of its agents. The lines have 
branch offices or agencies both at the port cities and at in]and centers 
where cargo originates. The tariff and all changes are filed promptly 
with the Federal Maritime Board. Not only are they available to 
public inspection there, but also there are services known as tariff 
watching services which will furnish to subscribers copies or sum- 
maries of all tariff information, as filed with the Board. 

A further very important method of dissemination of Far East 
Conference rate information is the rate supplement to the contract 
shipper’s agreement with the conference. At the time the contract is 
signed and “delivered to the contract shipper, there are attached to it 
supplements setting forth the current contract rates applicable to 
every item as to which the shipper has given the conference an 
indication of his intention to ship. Under the contract the con- 
ference must give to the contract shipper 90 days’ notice of any in- 
crease in rates applicable to items as to which the shipper has ever 
given the conference written notice of his intention to make shipments. 
Therefore, every one of the numerous contract shippers has ready at 
hand tariff information as to all of the items which interest him with- 
out the necessity of hunting through a cumbersome tariff full of 
amended and corrected pages, the larger portion of which is of no 
interest to him at all. It is true that we give no advance written 
notice of rate decreases under the contract. This is the policy for two 
reasons: 

First, decreases are often required and granted very promptly to 
enable American firms to compete for business on a par with foreign 
competition, 

Secondly, as the quickest means of notifying shippers of rate re- 
ductions, I authorize the member lines immediately to notify interested 
shippers by telephone of any conference action to decrease a rate. 

I come now to the problem of the legal climate which the historical 
experience of the Far East Conference convinces me is necessary for 
the orderly and prosperous conduct of U.S. foreign trade, “both 
as regards the merchants and the ocean carriers engaged in that 
trade. Once again, I would like to point out that other trades have 
different problems which entail additional considerations. In what 
T am about to say, I am setting forth views based on my own experi- 
ence, which has been chiefly in the Far East trade. 

The first and plainest proposition is that open-rate competition 
among liner services in U.S. foreign trade is disastrous for the welfare 
both of carriers and merchants. Since stability cannot be enforced 
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by governmental rate regulation, in view of the conflict of sovereign- 
ties involved, the conference sy stem of ratemaking is essential to afford 
our foreign commerce the advantages which conferences of lines op- 
erating from competing nations afford to their merchants. Accord- 
ingly, I suggest to your committee that legislation which you adopt 
should be preceded ‘by a declaration of policy to the effect that rate 
stability is of maximum importance to American merchants and the 
American merchant marine, and that cutrate competition in ocean 
rates is detrimental to the commerce of the United States. 

I believe it is equally clear that conferences are exceedingly vul- 
nerable to outside cutrate competition at the hands of nonc ‘onfer- 
ence liner services, tramps and semiliner services, and that these 
disrupting influences inev itably wreck a stable conference rate struc- 
ture unless the conference is authorized to employ a system for 
obtaining the exclusive patronage of shippers. In the Far East trade 
the traditional contract system has worked well. 

We believe that legislation should be enacted which will confirm 
that we have been using that system legally and may continue to use 
it legally. However, we w ould not wish to be understood as urging 
that legislation be limited to authorization of a contract sy stem of 
any particular kind, or even of contract systems generally. ‘In other 
trades, other sy stems for secur ing the exclusive patronage of shippers 
may currently be required to ac scomplish the end result of rate sta- 
bility. It may also be that the passage of time will give rise to 

changed conditions which will require some system not yet conceived 
for protecting conference carriers from the inroads of cutrate competi- 
tors. The ingenuity of the nonconference operator must not be under- 
estimated. The conferences should not be so legally restricted that 
they may not adapt their defenses to new competitive devices con- 
ceived by the outsiders. Sufficient latitude should be provided for 
new systems subject, of course, to adequate safeguards for the public 
interest. 

One problem in connection with contract systems is causing the 
Far East Conference increasing concern. I understand that other con- 
ferences find it extremely troublesome. I refer to the problem of 
f.o.b. and f.a.s. shipments. 

As I understand the latest position of the Board, as expressed in the 
Japan-Atlantic and Gulf Freight Conference case, a conference may 
not, in a shipper’s contract with an exporter, require the exporter to 
ship with the conference goods sold on an f.o.b. or f.a.s. basis. Ree- 
ognizing that it is not practical for the conference to investigate the 
terms and conditions of the sales contract covering every shipment 
made on every vessel of every line, the Board did state that the per- 
son shown on the bill of lading as the shipper may be considered, for 
the purposes of the contract system, the shipper of the goods. Thus, 
if a contract shipper’s name is shown as shipper on a bill of lading 
covering a shipment by a nonconference vessel, this shipment would, 
under the Board’s ruling, constitute a violation of the exporter’s 
contract. This ruling conforms to commercial practice. Ordinarily, 
where an exporter gives up all title and control of the goods before 
shipment, the bill of lading would not be taken in his name, but 
rather in the name of the foreign buyer or his agent as shipper. It is 
only where the seller retains at least security title to the goods until 
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after the goods have been shipped that his name will appear as 
shipper. 

Mr. Bonner, I said when I started that this is, I believe, somewhat 
of a reiteration of the statement made by Mr. Wierda. I will be glad 
to omit reading that and merely state that we are being greatly both- 
ered by this problem and it is causing us a great deal of concern. 

I will be glad to read it, if you wish. 

The Cuairman., It is similar to the general statement made by Mr. 
Wierda? 

Mr. Dennean. It is. 

The Cuarrman. That begins on page 37 and goes to what page 4 

Mr. Dennean. It goes to 39. 

The Cuatrman. That will be included in the record. Your state 
ment on that situation will be included in the record. 

Mr. Dennean. I think the record is ciear on that. 

Mr. Wierda explained it very well and we are faced with the same 
conditions. 

However, it is our experience that there are exporiers and importers 
whose desire for rate stability and regularity and frequency of service 
afforded by the contract system is outweighed by the desire to get the 
edge on their competitors in the case of a particular transaction. 
These people have proven quite ingenious in devising sales arrange- 
ments under which the American seller or the forei ‘ign buyer is named 
as shipper on the bill of lading, depending on whether it is desired 
to make the shipment on a conference vessel at the contract rate or on a 
nonconference vessel at a cute rate. Frankly, we have not yet thought 
of a clear and easy solution tothis problem. We do feel it is one which 
requires earnest consideration by your subcommittee and some legis- 
lative guidance to enable a serious loophole in 2 contract system to be 
plugged. 

This is not just a question of protecting the carriers. Consideration 
must also be given to the large body of shippers who perform their 
shippers’ contracts both acc ording to the spirit and the letter, and 
doing so, ship all of their products at the contract rate by conference 
tonnage. These merchants would suffer serious disadvantage and 
prejudice if other merchants, not so conscientious in the fulfillment of 
their obligations, should use the conference tonnage at contract rates 
when nonconference vessels are not available, but by subterfuge and 
artifice arrange through ostensible f.a.s. or f.o.b transactions ‘to use 
nonconference tonnage at cut rates when available. 

Another situation which we believe requires legislative solution is 
the problem of procedure when a new contract system is to be insti- 
tuted. For nearly 40 years the industry assumed, in reliance on the 
Board’s interpretation of section 15 of the Shipping Act, that a con- 
tract system could be instituted pursuant to the ratemaking authority 
contained in an approved conference agreement without the necessity 
of any further Board approval. Of course, it was understood that the 
system would always be subject to attack by complaint, or by the 
Board on its own motion, under section 22 of the act, if a violation of 
the act should be charged. This assumption was deprived of its foun- 
dation when certiorari was denied to review the decision of the United 
States Court of Appeals for the District of Columbia Circuit in the 
Japan-Atiantic case—/sbrandtsen Co., Inc. v. United Ntates, 211 F. 
24 51 (1954). 





| 
| 





STEAMSHIP CONFERENCE STUDY 393 


The holding of that court means that a conference which decides 
to put a contract system into effect because of existing cut-rate com- 
petition, cannot do so until it has obtained Board approval of the sys- 
tem under section 15. Inev itably, the cut-rate competitor will protest 
approval of the system, and the conference lines w ill be faced with the 
choice between losing their traffic to the outsider throughout the pro- 
secution of hearings, “Examiner's Report,” court review and appeals, 
and on the other ‘hat id, opening rates so that each line may obtain 
cargo at rate war compensation. This, at any rate, was the experi- 
ence of the Japan-Atlantic and Gulf Freight C onference. 

We believe that the longstanding administrative interpretation 
of the Shipping Act prior to 1954 was the practical and correct one. 
The conference agreement was long understood as authorizing all co- 
operative rate action pursuant to the procedure prescribed in the 
agreement, including the detailing of the terms and conditions govern- 
ing the application of the rates. The public interest is safegus irded by 
the Board's power at any time to institute an investigation on its own 
motion to determine the lawfulness of any regulation or contract adopt- 
ed pursuant to the general authority of the conference. 

We believe that legislation should be enacted which restores signifi- 
cance to conference agreements as charters of authority to make any 
and all lawful rates and systems of rates and changes therein. 

I believe that if this investigation results in legislation which will 
include the points which I have suggested, the result will be to pre- 
serve the benefits of conference ratemaking for U.S. foreign commerce, 
while retaining all of the safeguards of the public interest which are 
written into the Shipping Act, and which have been dev ot by the 
Board and its orn cessors in the administration of the act. 

Mr. Chairman, I appreciate the opportunity to address your sub- 
committee on this historic occasion in the annals of American ship- 
ping and commerce. I will now be happy to answer any question which 
may have occurred to you and to any members of the subcommittee, 
and its counsel. 

Thank you for your patience ina very long dissertation. 

The Cuamman. It is a very interesting statement, I must say, and 
particularly that part of your statement where you set forth the man- 
ner in which your conference establishes rates. 

Is this procedure as you have set forth here carried on in other con- 
ferences ? 

Mr. Dennean. I will oY, that, generally speaking, it is the pro- 
cedure in most conferences. I do not think it is in all but it is in most 
of them. In other words, they do operate through rate committees 
and the conference itself acts on the rates in that manner. 

The Crtairman. Then I ask you in what manner does the inde- 
pendent carrier, the nonconference carrier, establish his tariffs or 
rates / 

Mr. Dennen. It is our experience and we have contended right 
along, that the independent carrier, first of all, takes the conference 

tariff. As in this Far East trade they take the Far East ( ‘onference 
tariff. They see what our rate is and as a general thing cut 10 percent 
off the rate. 

The Cuatrman. That is a pretty broad statement. I want you to 
he sure about that. Do you mean that they do not have any system 
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or established setup in their organization to determine what a fair 
rate 1s¢ 

Mr. Dennean. That is my contention. I have never worked with 
one of those companies but we do know this, Mr. Bonner: that we 
have testimony in docket 730, which was the Jap: in-Atlantic case, and 
we have very full testimony in docket 726, where, as I pointed out in 
this statement, the practice of the nonconference line is clearly set 
forth as making rates, generally speaking, 10 percent below the 
conference rates. 

The CHatrman. Do you know whether or not the nonconference 
lines have a meeting together and discuss rates ? 

Mr. Dennean. You mean with whom, with shippers? 

The CuarrmMan. With each other and with shippers. 

Mr. Denneran. No, sir. I do not think, myself, that the noncon- 
ference lines meet with each other and discuss rates. No, sir. I do 
not think so. 

The Cuamman. What would you say the average yearly cost of 
vour handling of the rate procedure may be to your conference ? 

Mr. Dennean. The cost of it? 

The CHamman. Yes. You enumerated what you did and the meet- 
ings you held and the employees you had and the conferences with 
shippers. 

Mr. Dennean. Yes, sir. 

The CHamMan. What would you imagine the annual cost of that 
would be? 

Mr. Dennean. In my particular trade? 

The Cuarmman. In your conference and in your associate confer- 
ence? You have an associate conference ? 

Mr. Drnnean. Yes, sir. Well, I do not know about their expense 
out there because we do not work on an expense basis with them. 

The Carman. Well then, give it in your immediate conference. 

Mr. Dennen. I would think that it costs us perhaps $200,000 a 
year. 

The Cuatrman. All of you are familiar with the procedure of each 
cther in the shipping business, are you not? Individual lines are 
familiar with the procedures of other lines and the manner in which 
thev solicit business, handle business, and adopt rates ? 

Mr. Dennran. You mean the conference lines? 

The Cuarrman. Any conference member adopts the rate set by the 
conference / 

Mr. Dennean. That is right. 

The Cuamrman. But you would be in a position to have knowledge 
of how an independent operator would go about setting his rate, would 
you not? 

Mr. Dennean. I think that we would have to determine that from 
shippers and outside of this 10 percent cut pattern which I told you 
about, aside from that there is no set pattern at all. They quote 
whatever they can get. 

The CuairMan. That is nonconference lines ? 

Mr. Dennrean. Nonconference lines. 

The Cuarrman. They publish rates, do they not ? 

Mr. Dennean. They are supposed to publish their rates 30 days 
after they are fixed. 
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The CHairMan. Since you are familiar with your own manner of 
establishing your conference system and the fixed rate and the low 
rate and the high rate, your designation of that is what ? 

Mr. DENNEAN. The contract and noncontract rates? 

The CnatrMan. Back when Isbrandtsen filed a contract and non- 
contract rate base, were you familiar with that? 

Mr. DENNEAN. Yes, sir. 

The Carman. Do you know anything about it? Did you have 
an opportunity to read it? 

Mr. DennEAN. Yes, sir. Asa matter of fact, you mean the contract 
that Isbrandtsen was using ? 

The CuairMan. They presented one to the Maritime Board. 

Mr. Dennean. Yes, sir. We brought that out in these dockets in 
which my conference has been involved. 

The Cuatrman. I do not know where you brought it out but I want 
to ask yee to tell me about it. How much difference was there in 
that and what you attempted to do? 

Mr. Dennean. I think that Isbrandtsen’s system at that time was, 
I would say, identic al with our system up to a certain point. They 
had no specific commodities. I have a copy of this contract here, the 
contract they used. 

The Coamman. What do you mean by “up toa certain point” ? 

Mr. Dennean. I think his contract system was on individual com- 
modities. He contracted with a ahippe r for all of his business, 

The Cuarrman. He did not contract for every commodity ? 

Mr. Dennean. Only for individual com ymodities. 

The Cuarrman. For choice and select commodities ? 

Mr. Dennean. Yes, sir; he contracted for the merchant’s busi- 
ness on the basis of this lower price. 

The Cuatrman. Do you know whether they filed their proposed 
contract prices in good faith or did they just file them as a flash in 
the pan ¢ 

Mr. Dennean. I think that they have filed those rates with the 
Board. I think it isa matter of record, Mr. Bonner. 

The CuatrmMan. I know it isa matter of record. 

Mr. Dennean. I mean as of today. 

The Crarman. Did they ever intend to go through with them? 
Do you know whether they intended to use those rates ? 

Mr. DENNEAN. I think so; yes, sir. 

Yes, sir, as I said to you here, I have with me a copy which we used 
as an exhibit in docket 726. I have a copy of Isbrandtsen’s contract, 
and I will be glad to present that to the committee. 

The Cuairman. We have asked the representative of Isbrandtsen 
to furnish us with a copy. We have also asked the Maritime Board 
to furnish us with acopy they received. 

Mr. Dennean. I see. 

The Coatrman. Of course, we will have Isbrandtsen back to dis- 
cuss this phase. 

Mr. Dennean. I see. 

The CuarrmMan. Do you know any shippers who have objected to 
the manner in which you arrived at rates? Could you give us the 
name of any shipper? 

Mr. Dennean. I do not know of any. 
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The Cuarrman. I do not mean objected to the rate, but to the 
manner in which you arrived at the rate. 

Mr. Dennean. Our general procedure in ratemaking? 

The Cuatrman. That is right. 

They might have said that they did not think it was a fair proce- 
dure for arriving at a rate. 

Mr. Dennean. Frankly, I think we have had some complaints 
under this joint agreement that we have with the Pacific Westbound 
Conference on the part of some shippers. 

The CuatrmMan. Your conference and another conference ? 

Mr. Dennean. Yes, sir. As I pointed out in this statement, there 
is no question about that, and we must be frank to admit that there is 
a delay in establishing these rates. Perhaps sometimes we are not 
establishing rates quickly enough for some of these shippers. None- 
theless, per rsonally I do not think the delay has been excessive. 

Generally speaking, to answer your question, no, I do not think I 
have had complaints from shippers on the manner in which we, as a 
conference, set up these rates. We have had many complaints over 
the measure of the rate, naturally, that we have established from 
time to time. Shippers might think the rate is too high or we have 
not reduced it enough but, as to the procedure that we follow i in estab- 
lishing rates, I think the ordinary shipper would say that it is fair. 
He presents his problem to the conference; it is dealt with through the 
chairman, through the rate committees and then through the gen- 
eral conference. 

The Cuairman. If you did not have conference published rates, 
would it be fair to say that there would be no end of rates, just a 
wild, harum scarum sort of rate business so that nobody could say 
what was the best rate he could get, what would be a fair rate? 

Mr. Dennean. I will tell you, Mr. Bonner, that this trade I 
am in is, I suppose, one of the most important trade routes of this 
country. We have 25 of the largest steamship lines in the world in 
this trade and, believe me, if you do not have something in this trade 
such as the dual rate system that we have, then you are going to have 
open rates. Under open rates you would see one of the worst rate 
wars that this country has ever experienced because we cannot exist 
without some type of ty ing arrangement. 

The Cuarrman. Could the American- flag companies exist in a rate 

var of that type? 

Mr. Dennean. I do not know whether they could. I could not 
say definitely whether they could or not, but I think a lot of the steam- 
ship lines would certainly fall by the w ayside and I assume that some 
of them would be American lines. 

Let me tell you something, if I may, about a rate war that I men- 
tioned in this statement. I happened to be with one of the lines that 
resigned from the conference in 1931. 

The CuHatrrman. What line was that? 

Mr. Dennean. The Prince Line; it is one of the four lines men- 
tioned that went out in 1931 because of great dissatisfaction over 
the cutrate practices of the line that was in the trade and business was 
falling off, the depression was coming on us, and we could not sit idly 
by and see business taken aw ay from us. So we broke this trade 
wide open and rates went down to below handling costs and I, per- 
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sonally, went out and quoted rates and in some instances I told ship- 
pers to put their cargo in the ships and name their own rates. 

The Cuarrman. Your Prince Line was a foreign-flag line? 

Mr. Dennean. That is right. That is the extent to which these 
rate wars can go. 

The Cuatrman. On your Prince Line, you did not have to meet the 
requirements of the American-flag lines with respect to labor and cer- 
tain other things, did you? 

Mr. DenneEANn. No; we did not. 

The CHarrMan. So you operated more cheaply ? 

Mr. Dennean. I suppose we did to some extent. 

The CHarrMan. I am just asking you. 

Mr. Dennean. Of course, the costs would be cheaper. That is 
right. 

The CuHatrman. You say your people went out of business, the 
Prince Line? 

Mr. DenNnEAN. No, sir; they did not. They rejoined the conference 
later. 

The Cuatrman. They rejoined the conference? 

Mr, Dennean. They rejoined the conference. They are very fine 
conference members. They rejoined after this terrible rate war that 
lasted for about 9 months. 

What I want to impress upon you is that today you have 25 lines 
in this trade and if there is a rate war today I have no idea what 
would happen. 

The CuarrMan. You had one? 

Mr. DenneEan. No, sir; not in the outward trade. We had it in 
the homeward trade for 5 years, the Japan-Atlantic and gulf trade, 
and it is still in an unsettled condition. 

The Cuatrman. Do I understand, then, that the Court decision 
did not affect your outgoing conference rates ? 

Mr. DenneEAN. No, sir. 

The Cuarirman. It affected only the incoming rates? 

Mr. Dennean. Yes, sir; the Far East Conference outward has had 
the contract rate system in effect, as I have stated in this statement, 
since 1929. 

The Cuarrman. What was the reason for the division in the com- 
plaint ? 

Mr. Dennean. The other is a different conference altogether, Mr. 
Bonner. The Japan-Atlantic and Gulf Freight Conference is an 
entirely different conference from the one I am speaking about here, 
the Far East Conference. 

The Japan-Atlantic and Gulf Freight Conference, the case that 
the Supreme Court decided, is a conference which has been endeavor- 
ing to institute a contract system for 10 years and, through litigation 
and so forth, they have been held up. 

The CuHarrman. Did they have any such procedure as you have 
shown here in their ratemaking efforts ? 

Mr. Dennean. Much the same, I think, Mr. Bonner. 

The CHarrMaAn. Your conference was associated ? 

Mr, Dennean. No, sir; this is a separate conference, this Japan- 
Atlantic and Gulf Conference. Theseat isin Tokyo. The chairman 
is located in Tokyo, but I can tell you this much; that they operate 
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pretty much on the same basis as the outward conferences from here. 
They operate through rate committees. 

The CuarmMan. What lines belong to that conference? 

Mr. Dennean. Well, practically all the lines who are members of 
the outward Far East Conference belong to this Japan-Atlantic and 
gulf homeward conference, with some exceptions. 

The CuatrmMan. Who are they ¢ 

Mr. Dennean. Name the 25 lines? I will be glad to put that in 
the record. 

The CuHarrman. Name the ones that were affected in this Court 
action. 

Mr. DenneaNn. Yes, sir; I will be glad to put that into the record. 

The CuairmMan. Give some of the principal ones. 

Mr. Dennean. I will be glad to. United States Lines is one. 
American President Lines is another. I am naming American Lines. 

The Cuairman. That is all right. 

Mr. Dennean. The Wilhelmsen Line, a Norwegian line. There 
are nine Japanese lines. Ivaran Line, a Norwegian company. 

The Cuarrman. Are there only two American-flag lines? 

Mr. Dennean. There are four. Lykes is in it, American Presi- 
dent, United States Lines, Waterman. I am drawing on my memory 
now. 

The Cuarrman. That is all right. 

Mr. DENNEAN. Yes, sir. 

The Cuatrman. Mr. Ray. 

Mr. Ray. I have been thinking of the way in which rates are es- 
tablished. There are two tests, as I read your testimony. On the 
one side they must not be below the rate that is economically sound 
from the carrier’s point of view. 

On the other side, they must be low enough to enable the shipper 
to do business at a profit at destination, I suppose, or perhaps at 
point of origin. 

Are those the two basic tests that you apply ? 

Mr., Dennean. Yes, sir. Generally speaking, that is right. I 
would say that is so. 

Mr. Ray. When you go before the Maritime Commission to justify 
a rate, do you make proof of what is the lowest level that would be 
economical for the shipping lines and do you offer proof or does the 
shipper offer proof as to what rate he needs to have in order to do his 
business ? 

Mr. Dennean. That is in two parts, Congressman. One is that 
we do not go before the Federal Maritime Board on these rates to 
justify them unless a complaint was lodged as being detrimental to 
the commerce. 

Mr. Ray. If you seek to lower a rate, you go to the Board, do you 
not ? 

Mr. DennEAN. No, sir. We donot. We do not have to go to the 
Board. Wecan lowera rate. 

Mr. Ray. Can you increase a rate ? 

Mr. DenNnEAN. Yes,sir. Wecan increase it, too. 

Mr. Ray. You could do so without going to the Board ? 

Mr. DenneEAN. Yes, sir; wecan. We have complete freedom in ad- 
justing the rates, establishing the rates. 
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Mr. Ray. Do you consider these points in detail in your conference 
meetings ¢ 

Mr. Denngan. You mean as to the measure of the rates? 

Mr. Ray. Yes, sir. . 

Mr. Dennean. Yes, sir. We do. We consider each item on its 
own merits. 

Mr. Ray. Do you establish the economical level for the benefit of 
the companies? The members and you establish the rate which the 
shipper can pay by his evidence, I suppose? 

Mr. Dennean. Well, yes. I think I see where it probably needs 
some explanation. 

I welcome this opportunity to make this statement, if I may. 

The general impression has been given in a lot of hearings, and I 
believe even before this body, that we establish rates on a hit or miss 
basis. 

Mr. Ray. Iam trying to get you away from that. 

Mr. DenneEAn. I know you are. 

Some of our opponents indicate that. That is not so. 

We have this procedure of rate committees and we meet every 2 
weeks and have many, many items before us. We analyze those 
requests from shippers, based on the information they have given us, 
and those rates are established with those facts in mind. We evaluate 
what the shippers have given us. Generally, there is a rate already 
established in the tariff. In fact, there is a rate on everything. We 
have a rate on every item so that they would be coming in really to 
seek an adjustment in a rate. We have it within our power to adjust 
that rate for them. 

Mr. Ray, You have 649 rates, I think you said. 

Mr. Dennean. No,sir. We have about 4,000. 

Mr. Ray. 4,000? 

Mr. Denneayn, A total of 4,000. 

Mr. Ray. If you change any one of those, what do you get in the 
way of evidence from the shipping lines as to what is the level below 
which they cannot economically go? 

Mr. Dennean, We do not have that on individual items, Mr. Ray. 

Mr. Ray. But you fix your own individual items ? 

Mr. Dennean. Yes, we do; but those rates, as I pointed out here, 
generally have historical backgrounds and there is no scientific for- 
mula that we have devised for the establishment of these individual 
rates. I mean each rate is considered on its own merits as we get it 
from the shipper and we try to rationalize it, look it over and evaluate 
it, based on the facts that are in hand. 

As has been said here, it is just difficult to determine on one item 
just. how much profit are you making or what you might be losing. 

Mr. Ray. It is surely difficult. 

Mr. DenNeaN. It is very difficult, 

Mr. Ray. Looking at it in another way, we are asked to sanction a 
system which involves ratemaking for public service common carriers 
without anything definite in the way of a standard of reference, and 
that troubles me. It is a matter of individual judgment on the part of 
the members of the rate committee plus the judgment of the shipper 
plus perhaps the absence of complaints from other shippers, but it is 
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a so far undefined and apparently, from what some witnesses have 
said, undefinable point. 

Mr. Dennen. I think it has worked very well. As a matter of 
fact it is based on experience, the considered judgment of the people in- 
volved in it in the making of the rates. Many of these people, I would 
consider, are probably experts in that field. They are shipping people. 
As a matter of fact, it is to our interest as steamship carriers to see 
that our rates are such that we certainly will not stifle business, In 
fact, we ought to try to stimulate it as best we can. In that respect, it 
seems to me that it is a cooperative thing between the shipper and the 
carrier. We do not always agree. Do not get me wrong. But, gen- 
erally speaking, it has worked exceptionally well. 

Now, there are so many facets to this ratemaking question in which 
we are involved. It might be that one would be looking for a reduc- 
tion or adjustment in a rate. We keep statistics of carryings that 
might show we are carrying substantial quantities of that cargo at a 
given rate, at our regular rate, so that there would be no necessity for 
an adjustment. 

There are so many other factors involved in ratemaking. 

Mr. Ray. I appreciate the complications, but still, I think that the 
committee has some responsibility to establish something of a stand- 
ard. 

if I understand what has been stated here today, one rate may be 
well above the company’s cost of carriage plus a reasonable margin for 
profit and another rate may be down close to it depending upon what 
the trafiic will bear, and perhaps that is too general, but depending 
upon what the shipper’s interest will ac commodate. 

Mr. Dennean. I do not think you will be able to legislate any 
standards in ratemaking. 1 believe there has to be a lot of give and 
take in this thing. Otherwise you might have one rate on everything, 
it seems to me on that basis. 

Here is the way this is. Look at this picture for a moment. You 
might say, “Well, one of the guiding factors with us is the value of a 
commodity , what percentage is our rate of the value.” In my judg- 
ment, if t 1 freight rate is 10 or 15 percent of the value of the goods, 
that is reasonable, but there are certain commodities on which we 
charge perhaps 100 percent of the value because we cannot charge 
any less. 

Take a cheap commodity like cement. The value might be $20 a 
ton and, in ons long-voyage trade like ours, we will take that cement at 
a low rate, perhaps $20, which is 100 percent of the value of the goods. 

You asked, “How is that 2” 

We could not operate that ship from here to California on $20 
freight rates, but in ratemaking, I think it is safe to say that when you 
get, ‘these real cheap commodities, such as this example, the higher 

valued goods, on which higher rates are established, contribute some- 
what to the carriage of this lower valued cargo. 

We must quote these lower rates to keep the American merchant in 
business. 

On fertilizers today, for instance, in the Far East trade we quote 
a rate so low that we would not operate our ships if we were carrying 
fertilizer alone, but we must put in this rate to permit our shippers 
to compete w ith Belgium and Italy and so forth. 
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In order to do that, we must get cargo in higher rated categories, 
and I think that principle applies to railroads, trucks, and everyone 
else. It isa very difficult question. 

I can understand why it is confusing to you but, as Mr. Crinkley 
stated here very well the other day, give me a full shipload of a 
homogeneous cargo such as cotton and we can figure out pretty well 
how much profit we are going to make on a voyage or how much we 
are going to lose, but when you put a vessel in Brooklyn, put it on 
the berth to the Far East, it is probably going to cost you $200,000 
before you do a bloody thing to send that ship out to the Far East 
counting wharf hire and crew’s wages and everything else. You 
might sail that ship out with 100 or 200 tons of cargo. On the next 
voyage you might get 5,000 tons. You never know what you are 
going to get on a given ship. 

I have seen in my case where we sent ships out to the Far East 
and lost a fortune on every ship, one voyage after another, just to 
stay in this trade; so that it is such a variable thing that it is hard to 
put down in writing. It must be based on the considered judgment 
of the people involved ; that is, the carriers plus shippers. 

Mr. Ray. That is all, Mr. Chairman. 

The Cuatrman. Mr. Garmatz. 

Mr. Garmatz. I have one or two questions. 

On page 37 of your statement, three-quarters of the way down, you 
talk about the fact that the nonconference operator must not be 
underestimated, and you say: 

The conferences should not be so legally restricted that they may not adapt 
their defenses to new competitive devices conceived by the outsiders. 

I wonder if you could be more explicit on that? 

My No. 2 question is that you say: 

Sufficient latitude should be provided for new systems subject, of course, to 
adequate safeguards for the public interest. 

At lunch time, Mr. Mailliard and I were talking and he said he 
had never heard anything yet proposed for the public interest. 

I think this is the first statement we have had where they were 
trying to put up some safeguard for the public. 

I wonder what you had in mind in those two sentences? 

Mr. Dennean. I was trying to say here that you take in the Japan- 
Atlantic case that Mr. Bonner spoke about: There the Japan-Atlantic 
& Gulf Conference wanted to establish a contract system to protect 
itself against the inroads of a nonconference operator and I think the 
litigation started around 1948 or 1949, and 10 years later the Supreme 
Court rendered its decision. 

We had to go through public hearings, et. cetera, and what we are 
trying to say here is that we hope that the Congress will permit us 
and the conferences in those instances where we do not have any pro- 
tection whatsoever, if we want to establish some system to protect 
ourselves against the outsiders, to do it, put it in without going 
through these interminable hearings; but we do believe that there 
should be some safeguard for the public. 

In other words, if you allow us to put in a system in, let us say, 
the Japan-Atlantic and Gulf Freight Conference, there certainly 
should be a safeguard for the public. 
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The Maritime Board or somebody should have some control over us 
and if we are doing something detrimental to the commerce of the 
United States, the agreement ‘should be canceled unless we change 
the detrimental practice. 

We are getting at here more flexibility in establishing the system 
in any trade where we need it. 

In the Far East trade, we have one now, but we might want to 
establish it in the Japan-Atlantic or in a similar trade route and, be- 
lieve me, I would like to put in this record, if I may, at some time here, 
the history of the litigation that my members have gone through in 
the outward trade (Far Last Conference v. United States, 342 U.S. 
570; dockets 726, etc.) and homeward trade (A/aritime ’ Board v. 
Isbrandtsen Co., 356 U.S. 481), the Japan-Atlantic over 10 years, the 
hearings that we have gone through, the tremendous costs. 

I hate to tell you how much it has cost us in these public hearings, 
bringing witnesses from Japan and putting the chairman up here for 
months with expenses running and legal fees, et cetera, and then the 
whole thing is thrown out. 

What we were saying here is not for our conference but for confer- 
ences in general that, if we want to put in a system to stabilize the 
given trade, for goodness sakes, let us put the system in subject to 
the safeguard of the Federal Maritime Board. 

Mr. Garmatz. Thank you, sir. 

The Cuarrman. Mr. Mailliard. 

Mr. Maturarp. Mr. Dennean, do you think the present provision 
of the law which authorizes the Maritime Board to disapprove a con- 
ference agreement if it is contrary to the interests of the foreign trade 
of the United States is an adequate public safeguard ? 

Mr. Dennean. I think it certainly works with us, Mr. Maillard. 
It does. I will tell you that our member lines, I think all of the con- 
ferences, treasure the conference agreements and the great privileges 
that we have. We have a great privilege and we cherish it and cer- 
tainly do not want to do anything that will cancel it. I think the 
present provision of the law is a very big safeguard. Yes,sir. I do. 

Mr. Mamutarp. If Congress were to enact legislation specifically 
authorizing you to use the variety of weapons that you contemplate 
in your statement with the flexibility that you say is required and 
does not strengthen the power of the Government, then we are just 
simply shifting the monkey off of your back to ever rybody else’s back, 
is that not true? With your complaining about the length of time, 
the litigation, the difficulty, the hearings and so forth, if we shifted 
around and by law permitted the things that you feel are necessary 
to protect the conference system and simply leave the Maritime Board 
with its present authority to disapprove the conference and nothing 
else, do we not subject those who might be oppressed by some action 
of the conference to exac tly the same legal disadvantage about which 
you complain now ? 

Mr. Dennen. I did not want to give you the impression that I am 
opposed to any safeguards. I have not thought that through at all. 

I am sure you realize that the whole matter is under study and we 
are glad to see you take it under study, by the way, and we are giving 
it our best attention and maybe there will be other safeguards needed 
under the act. 
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I am not prepared to say that right today. 

Mr. Maruiarp. Mr. Dennean, it seems to me that you and Mr. 
Wierda and others that we have heard, who have made very excellent 
witnesses, have all been very careful to say that you not only want the 
dual-rate system specifically authorized by law but you even want 
more authority to make the conferences effective. No one has yet 
come up with the thought that, if you are granted greater authority 
and greater flexibility than you now have under the law, that in order 
to make sure that such author ity is not misused we ought also to grant 
to the Government more policing authority. 

Mr. Dennean. I do not know just what that policing authority 
would be. Ihave no idea. 

I say to you right now that I had not given that thought. I have 
not thought it through because this whole matter is, as you know, 
heing studied by you and the carriers themselves. 

Mr. Maiu1arp. But you and the carriers have been thinking about 
this for a number of years, I presume. It has been in the courts now. 
It took a long time. 

Mr. DeNNEAN. So far as we are concerned, we have been fighting in 
my trade to preserve this dual-rate system and, as I say in the state- 
ment, it has worked very well in this trade. Perhaps it has not worked 
well in other trades. 

I hear from Mr. Wierda that it has not worked well in his trade, 
and it might be that some other system is necessary. I do not know 
just what it will be but I think myself, Mr. Mailliard, and I say to 
you that I think that as of today, speaking for the conferences, the 
Board has a great deal of authority under section 15 and we cert Linly 
recognize it. They can cancel these agreements on us unless we 
comply with the statutes. 

Mr. Mariiiarp. Assuming that what you have requested; that is, 
more specific legislative authority to operate in the general manner in 
which you have. operated and, as you point out, specific ally with more 
flexibility to meet unknown future situations, the thing that gives me 
concern and on which I would like to have an opinion from you is this: 
If the only recourse the Maritime Board has for policing is to invali- 
date the conference agreement, is this not giving them an elephant gun 
to shoot rats? I just cannot believe that you could seriously expect 
this committee to spell out to a greater extent than the law now does 
your authority to protect yourself without in turn giving the Federal 

Maritime Board more authority to protect the public interest. 

Mr. Dennean. I think that is something that will have to be deter- 
mined. I agree that they will probably have to get more authority 
along the line. I donot know at thistime what it will be. 

Mr. Matiirarp. You are the fourth or fifth witness that has agreed 
with this statement but none of you have suggested how we should 
do it. 

I would think we would have the right to expect that from you. 

Mr. Dennean. I think that you will probably get that later as we 
go along with these hearings. We have not got it right at this time. 

The Cramman. Mr, Downing. 

Mr. Down1ne. Mr. Dennean, what representation does a shipper 
have when your rate committee has its meetings to determine rates? 
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Mr. Dennean. I might say it is generally so, that the shipper does 
not appear before the rate committee. The shippers, in my case any- 
way, deal with the chairman of the conference. 

Mr. Down1ne. Would it or would it not be advisable to have them 
represented in some way on your rate committee ? 

Mr. Dennean. A representative of the shippers ? 

Mr. Downtna. Of the shippers. 

Mr. Dennean. On the rate committee? 

Mr. Downtne. Yes, sir. 

Mr. Dennean. I would not think so. Of course, you understand 
that it is not done at all now in any of our trades. The shippers do 
not sit in on all of our meetings. 

Mr. Downtna. I have understood that. We have talked to certain 
shippers who say they have no representation until after the rate is 
set and then, to revise that rate, they have to go to this tremendous 
trouble and difficulty to bring it to your attention. 

Mr. Dennean. I think, Mr. Downing, that the answer is this. 

Let me say, first of all, that we very rarely increase a rate unless it 
is a general increase. We put a general increase in during 1957 but in 
the interim there were no specific increases. 

Now, when we increase a rate, we give the shipper 90-day notice 
of this increase, and the rate does not go into effect until 90 days 
thereafter and sometimes it is over 100 days, as a matter of fact, by 
the time we get the notices out to the shippers and so forth, so that the 
shippers are more or less invited to come in, as I pointed out in this 
statement, and they do come in, and point out that they cannot stand 
any increase. They sit down with us and we try to thrash the thing 
out. They have plenty of time to tell us their problems. 

Mr. Downine. What stage is this? Does the shipper talk to you 
personally ? 

Mr. Dennean. Yes, sir. 

Mr. Downtne. Or to his liner member or to whom ? 

Mr. Dennean. He can talk to any line so far as that is concerned, 
but the general policy in my -trade is that he talks to the chairman. 
Iam there for that purpose. 

Perhaps I should say this to you to clarify the matter: that in this 
trade, before I took this job in 1946, the lines representatives took 
turns acting as chairman; we had a secretary, and we worked through 
committees. Those committees were very unsatisfactory, i.e., com- 
mittees of lines and it was for that reason we set up a permanent chair- 
man to impartially discuss matters with shippers and, believe me when 
I tell you that my time, the greater part of my time, is spent in dis- 
cussing rate matters with shippers. We are constantly talking to 
shippers on rates. That is my job. I cannot stress that too much to 
you. 

, Mr. Downtna. That may be true in your particular conference, but 
we have heard of other conferences where there is not this close coop- 
eration between the shipper and the carrier. It has been suggested 
that perhaps each rate-setting committee should be composed of a 
member of the Maritime Board and the member of the shipping 
association of some form. What would be your reaction to that ? 

Mr. Dennean. I think that is a crackpot idea. Excuse me for 
saying that. 
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Mr. Downrna. I got your reaction, anyway. 

Mr Dennean. Yes. I will tell you that there is a very close rela- 
tionship, Mr Downing, between the carriers and the shippers, as you 
probably know, and certainly as far as this conference is concerned, 
and I think in most of them where they do employ a permanent chair- 
man the chairman is available at all times to discuss matters with our 
shipper friends. 

Mr. Downrne. I have one further question. Do you have any diffi- 
culty in your conference with the question of individual members 
civing rebates to — for preferred shipments 

Mr. Dennean. I do not have that problem in my conference. You 
always get rumors of it. Ever since I have been in this business it 
has always been the same that you hear rumors of rebating, and so 
forth, and I kave heard such rumors in other trades more than in 
mine. 

I will tell you the truth, I have just not had those complaints in 
our outward trade. 

Mr. Downina. That is all, Mr. Chairman. 

The Cuarrman. Mr. Glenn. 

Mr. Gienn. Mr. Dennean, you have very nicely pointed out in your 
statement how a conference has very many factors which keep it out 
of the realm of a monopoly, but then you also say that you have a 
joint agreement between the Atlantic-Far East and Pacific West- 
bound Conferences which sets up certain rates. Do you not think that 
the more of such joint agreements you have among conferences the 
closer you are getting to a monopoly ? 

Mr. DenneEan. I do not think so. Sometimes I have a hard job 
personally to understand what a monopoly is but it does seem to me 
that where we are all fighting amongst ourselves, competing indi- 
vidually for business, that it cannot be considered monopolistic. We 
are certainly not controlling all of the business in the trade. 

Mr. Guenn. Under this joint conference between the east and west 
coast, you take certain basic rates which you agree to? 

Mr. DennEAN. Yes, sir. We do that on the same basis as the 
individual conferences fix them, exactly the same. The agreement 
has been approved by the Federal Maritime Board. I consider it an 
excellent agreement because it stabilizes the trade and, while we 
have had complaints against it—yes, there is no doubt about that— 
generally speaking, it has been a wonderfully stabilizing factor for 
the carriers as well as the shippers. I worked hard to establish that 
agreement, and I feel very strongly that it is a good instrument. 

Mr. Grenn. Do you know of any other conferences that have simi- 
lar agreements ? 

Mr. DennEAN. Between the two coasts? 

Mr. GLENN. Either coasts or certain countries. 

Mr. Dennean. There are some homeward conferences which have 
those agreements. I think the Hong Kong Conference has a joint 
agreement, but in the outward trade I think we are the only one. 

I might be mistaken but I believe we are the only one with a joint 
agreement. 

“Mr. Gurnn. I have just one more question which may not be ger- 
mane to our subject here, but you say that you have a member of 
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your conference that sails or serves under four flags. How does that 
affect it? What are the mechanics of getting under four flags? 

Mr. Dennen. Since the war there has been a tendency on the part 
of some owners to combine into so-called joint services for economical 
reasons and those agreements are section 15 agreements, by the way. 
They must be filed with the Board and approved. 

Now, in this particular case, there are Britsh, Filipino, Swedish, 
and Dutch carriers. They get together under an ‘agreement, covering 
certain terms and conditions, file it with the Board, saying what 
they will do under that agreement. They do not pool the money but 
they agree to furnish ships at certain intervals and also say that they 
will vote as one unit in the conferences, and there are other conditions 
which I forget for the moment. 

Mr. Gienn. Does your conference agreement permit these lines 
to come in as members ? 

Mr. Dennean. Yes, they all do. In our case, we are very strict 
about that. We insist that to come into our conference we must have 
what is known as an amendatory agreement signed by all of our 
members and we have it approved by the Maritime Board. This got 
is a separate section 15 filing. 

For instance, that particular joint service, we filed that with the 
Board ourselves and got an amendment to our agreement to permit it. 
They are entitled to one vote. 

We have several of those joint services in our conferences. All con- 
ferences do. 

Mr. Guenn. That isall, Mr. Chairman. 

The CuHarrmMan. Mr. Casey. 

Mr. Casgy. Mr. Dennean, of course you are in favor of the confer- 
ence system and you are an advocate of the dual-rate system, is that 
right? 

Mr. DenneEan. Yes, sir. 

Mr. Casey. We have heard a lot about the fact that the conferences 
garner trade by offering regular sailings and improved service and 
uniform rates that the shippers can depend upon, is that correct ? 

Mr. Dennean. That is right. 

Mr. Casry. You do not think that that is sufficient? You think 
we need a dual-rate system in addition to that; is that right ? 

Mr. DennEAN. Yes, sir. 

Mr. Casey. Even with the dual rate, you will still not be able to stop 
nonconference lines from quoting lower rates, will you ? 

Mr. Dennean. I think this, Mr. Casey: I do not think any dual-rate 
system will ever function to the extent that it will assure to the confer- 
ence 100 percent of the cargo, never. 

Mr. Casey. We have some conferences operating without a dual 
rate, do we not? 

Mr. DENNEAN. Yes, sir. 

Mr. Casey. And they operate fairly succesfully, I understand. 

Mr. Dennean. That I do not know. Mr. Casey, of course, that 
statement has been made quite often within the last 6 months or so 
and I understand that the American lines committee is making a 
study and they are going to present it to your committee later giving 
you a real rundown on all of these conferences without dual rate 
systems. 
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I can tell you this much: that some of the conferences I am 
acquainted with would like to put in a dual-rate system but they are 
precluded from doing so. I mean it is due to this litigation that has 
been taking place. 

Mr. Casey. I think we are all trying to rope the same calf. That is 
to try to look after the shipper and the interest of the public. 

Mr. DennEAN. Fine. 

Mr. Casey. We are in the middle here as to what to do to give you 
the advantage you seek and at the same time not abuse the public. 

Mr. Dennean. Thatisright. LIagree with that. 

Mr. Casey. In other words, we are trying to give you sufficient 
authority and at this point, as I understand it, you have no particular 
recommendation for safeguards for the public. 

Mr. Dennean. I did not say that. I think the public at the mo- 
ment, as far as we are concerned, is safeguarded through the Board 
under section 15. 

Mr. Casey. Let me ask you this. Do you think the Board is exer- 
cising its authority with due diligence under section 15 ? 

Mr. Dennean. I think that the Board, where required to do so, 
has certainly exercised due diligence insofar as we are concerned. 
I mean any time that the Board—and I am talking about the Regu- 
lation Office, for whom I have the highest regard, incidentally—any 
time they have gotten in touch with us we have cer tainly tried to iron 
out things as they wanted, but it is not too often that they come to us. 
We generally try to du things in the right way. 

Mr. Casey. In your questionnaire, which you have attached to ex- 
hibit B, this is with reference to whenever they want a rate adjustment 
on particular commodities; is that correct ? 

Mr. DENNEAN. Yes. 

Mr. Casey. Where they find that they are in too much competition 
with foreign trade, in other words, it would be domestic over there, 
and they are trying to seek a rate adjustment so that they can ship 
and be competitive with the overseas producer or manufacturer as the 
case may be; is that right? 

Mr. Dennean. Where is that, Mr. Casey? 

Mr. Casey. Your exhibit B in your questionnaire. 

Mr. Dennean. Yes, sir. 

Mr. Casey. And the only time that they file this, as I understand, 
is for an adjustment of a rate that you already have; is that right? 

Mr. DennEAN. Yes, sir. That is right. 

Mr. Casey. It is not on the establishment of an initial rate? 

Mr. DenNEAN. You see 

Mr. Casey. As I understand it, you have about 4,000 classifications 
there and usually someone comes in with a product and, if you do 
not have it classified, it will fall in a category similar to something 
that you do have classified and you will give them that rate. Then 
if they come along and find that they have some circumstances under 
which they would like a rate adjustment so that it would be still 
worthwhile for them to ship, they come in and fill out this question- 
naire to explain it to you; is that right? 

Mr. DenneEan. That is right, except that I will correct you on one 
thing, that we do have a rate on everything. We have this cargo 
n.o.s. rate and tremendous quantities move under that item. 
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You see, we have 4,000 commodity items and then we have cargo 
n.o.s. Cargo that is moving in small quantities would fall under 
cargo N.0.S. 

You are talking about a case where a man would say, “I want to 
take it out of that cargo n.o.s. rate. We think that we should have 
a lower rate established,” right ? 

Mr. Casey. That isright. That is when you use this questionnaire ? 

Mr. DenneEan. Yes, sir. 

Mr. Casry. Does your conference ship from the Pacific coast also? 

Mr. Dennean. Do we? 

Mr. Casry. Yes. 

Mr. Dennean. No, sir. We are affiliated with the Pacific coast un- 
der that joint agreement. 

Mr. Casey. That is the purpose of the question with reference to rail 

rates from point of origin. 

Mr. DenneEAN. Yes, : sir. That is certainly what it is and this is an 
old questionnaire form which we have not changed but none the less 
we would still want to have that information in there. It was put 
in there at the time we did not have the joint agreement and, natu- 
rally, we wanted to find out where the cargo originated, what is the 
rail rate to the Pacific coast, to the gulf, et cetera, so that we could 
determine where we stand on through rates to destinations. 

Mr. Casry. To stay in good with my chamber of commerce, how 
come you just name New Orleans instead of Houston, Tex., for 
instance ? 

Mr. Dennzan. I will tell you, Mr. Casey, that I work very closely 
with the boys at Galveston and I am sure if they see that they are 
going to tell me about it, but our rate basis in the form is New 
Orleans and I think that up until recently most of the general cargo, 
I am sorry to tell you, used to move through New Orleans but Texas 
today is certainly getting more and more cargo. 

Mr. Casry. We are rectifying that? 

Mr. DenngEAN. You surely are. 

Mr. Casey. That is all, Mr. Chairman. 

‘The Cuatrman. Mr. Johnson. 

Mr. Jonnson. I believe you stated that at present you have 25 mem- 
bers in the Far East Conference. 

Mr. Dennean. Yes, sir. 

Mr. Jonunson. When a member comes within the conference, does 
that member place all of its ships under the jurisdiction of your con- 
ference? 

Mr. Dennean. No, sir, it does not. 

Mr. Jonson. Is it possible, then, that you find that in the confer- 
ence itself a member may have tramps and ships that are really in 
competition with your conference? 

Mr. Dennean. No, sir. I will tell you the reason why. They could, 
if they wanted to, take their ships and charter them to some outside 
party but, if they were to take their ships and put them on the berth 
themselves, handle them, they would be in violation of the conference 
agreement if they charged less than conference rates. 

If I have a fleet of 25 ships and I am going to charter one to some 
fellow in Norway or some other place or some place in the United 
States, I will not have any control over that ship at all if I time 
charter it. 
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Mr. Jounson. In your conference, what actual policing is there of 
the members to see that they comply with the terms of the agreement? 
How do you police it ? 

Mr. Dennean. ‘The chairman has the right to go into the offices of 
the members of the conference to look up their records and so forth 
and, I want to tell you something, that is a very difficult thing to do. 

Mr. JoHnson. You stated that you did on occasion hear rumors 
where there perhaps were some violations. Is it up to you as chair- 
man of the conference to investigate and ascertain whether that is 
true or false? 

Mr. Dennean. Yes, sir. 

Mr. Jonson. Do you really explore those rumors? 

Mr. Dennean. I have done so. 

Mr. Jounson. What facilities do you have? 

Mr. Dennean. I just have my own staff, myself and my assistants. 
We have not had too much of that in my trade, frankly. 

Mr. Jounson. Have you ever had occasion to cite any member of 
your conference group ? 

Mr. DennEAN. No, sir. 

Mr. Jounson. You spoke, I believe, of the Department of Agricul- 
ture on page 22. Are they a substantial shipper with your con- 
ference ? 

Mr. Dennean. I think they are with our members, some of our 
members, yes, sir. I do not have too much to do with the Department. 

Mr. Jounson. For the record, can you tell us whether there are any 
special rates given to the Department of Agriculture as a shipper? 

Mr. Dennean. We, of course, accord the Government the contract 
rates and establish special rates for them from time to time. I just 
do not recall offhand any special rates that we have for Agriculture. 
Most of our rates today are open on grain products. 

Mr. JoHnson. Could you state whether they are favored as a ship- 
per with your conference ? 

Mr. Dennean. No, sir. I cannot say that because I do not know 
of anything that they are shipping on our vessels at all. 

Mr. Jounson. The statement which you make on pages 22 and 23 
that there is no weight, of course, to the position taken, is that from 
your own findings of the conference ? 

Mr. Dennean. Yes, sir. I do not think that the position they have 
taken all along has weight when they come into these hearings and 
are not shippers as such. All of our agricultural shippers are the 
cotton people and people of that sort, and they are the ones whom 
we are doing business with. It seems to me if there is dissatisfaction 
that we should hear from the people with whom we are doing business 
rather than from a Government department who seem to have very 
little direct interest. For instance, I think in the Japan homeland 
conference in docket 730, we proved that they had no shipping inter- 
est in that trade. 

Mr. Jounson. To what extent is your conference subject to rule 
making by the board of trade of Japan which is similar to our Mari- 
time Board ? 

Mr. DenneEAN. I hope that you will pardon me if I am not quite as 
clear on that conference as I am on my own conference over here. 
I am acquainted to some extent with the workings of the Japan, 
Atlantic, and gulf conferences. 
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I think that the Japan maritime law which was enacted some 
few years ago is operating fairly well, but I do not think they exercise 
too much supervision at the moment over the carriers in this trade. 

Mr. Jounson. You find no real control over that conference ? 

Mr. Dennean. I do not think so. 

Mr. Jounson. I have one other question. 

In your meetings of your conference group, I presume you discuss 
the financial position of the members, do you not, as well as the rate- 
making ? 

Mr. Dennean. No, sir, we do not. 

Mr. Jounson. Then you are not in position to know whether the 
members of your conference are losing money or making money or 
breaking even ? 

Mr. Dennean. No, sir. We are not. 

Mr. Jonson. From your observation of the overall picture, would 
you state that their position generally is nothing drastic or alarming 
as of this date? 

Mr. Dennean. You mean making money or losing it? 

Mr. Jonson. From the earnings ssendvaleh, yes. 

Mr. Dennean. Making money ? 

Mr. JoHnson. Either. 

Mr. Dennean. I think this: that so far as I am able to learn from 
hearing conversations, et cetera, that our trade is in the doldrums 
for the moment anyway the same as other trade routes, and I think 
some of these lines are losing money today. 

Mr. JoHnson. But you would not feel that it is in the same position, 
as stated this morning, as that with which the North Atlantic is now 
confronted ? 

Mr. Dennean. You are talking here about a long-voyage trade. It 
is a very expensive trade to operate. You havea minimum of 30 days 
to the first port of call. To Europe you have 7 days, a back and forth 
proposition, and therefore they are faced with more of this hit and 
miss competition which is seriously disrupting that trade. 

We do have our competition, there is no question about that, but we 
do not have it in the quantity of ships that the North Atlantic trade 
has. 

Mr. Jounson. I have one final question. 

You have given several pages of your statement to your problem 
of dealing with Isbrandtsen. You, of course, stated that the con- 
ference and particularly the dual rate system has been more or less 
an umbrella in the trade. 

Presumably Isbrandtsen has taken advantage of that. Is that your 
testimony ? 

Mr. Dennean. The conference rates in general. 

Mr. Jounson. How do you account for the fact that Isbrandtsen is 
vigorously opposed to the dual rate system if they have benefited from 
the system itself ? 

Mr. Dennean. I would like to just explain that if I may. It isa 
very good question. Let me say this, first of all, and I will make it as 
brief as I can. I would like to get this in the record. 

In the first place, we are establishing the rates and go through all 
the machinery and headaches and everything else to put out these 
tariffs and we have to go through this machinery that I like to call a | 
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democratic process of making rates whereas, not necessarily Isbrandt- 
sen, but the outside line is like a dictator, moves just like that. 

1 do not say he is a dictator but that is the position he is in. We 
have to go through this process of meetings and so forth. 

In the first place, I think Isbrandtsen is making a big mistake the 
way he is carrying on, because, without the conferences, God help 
him. That is my own view. Now, Mr. Isbrandtsen wants a con- 
ference but he does not want the dual rate system. The dual rate 
system preserves a certain amount of cargo to the conference lines, 
we say, for stability purposes. He does not want that but he wants 
the conference system with its cumbersome democratic ways of mak- 
ing rates so that, while we are acting like a bunch of saps trying to 
establish rates, he in 5 minutes can cut the rates. He wants the con- 
ference. Make no mistake about it. With that umbrella over him, 
he is in a beautiful position. 

I would like to be in that position myself as a steamship line. That 
is the difference in this whole situation. I am not saying it against 
Isbrandtsen. It is the same with any nonconference line. 

Mr. JoHnson. I have no further questions. 

The CuHarrMan. You mentioned the regulatory office of the Mari- 
time Board. 

Mr. DENNEAN. Yes, sir. 

The CHarrMan. Evidently you have observed it. Is it sufficiently 
manned to protect the general public? 

Mr. Dennean. Mr. Bonner, I am not acquainted with all of the 
working details of the regulation staff. As I said before, I have a 
high regard for them. 

The CuairMaNn. Recently they have placed some representatives 
around in the principal ports. 

Mr. Dennean. Investigators. 

The Cuarrman. They ‘did not have them heretofore ? 

Mr. Dennean. Investigators, I believe. 

The CuatrMan. That wassince these hearings started. 

Mr. DennEANn. We want them to be properly staffed. In other 
words, if we are going to be regulated we want to be regulated prop- 
erly and, if they say that they need more people, I ‘do not know 
whether they do or not myself personally, but if they do, we are all 
for i 

The CuHatrman. Nobody wants any more policemen, do they ? 

Mr. Dennean. No, sir. 

There is one thing I should like to say here and I am going to vol- 
unteer this because you might let me go before I am able to get it in 
the record. 

I think the suggestion which has been made by Mr. Morse, by the 
Board, that they want to put representatives in all the conference 
meetings, et cetera, that is not right. There is an inference there 
that we are doing something wrong. If they put these representa- 
tives in our meetings they are going to stifle free conversation and I 
do not think it is right at all. 

The Cuatrman. Now, Mr. Drewry, do you have a question you 
want to ask ? 

Mr. Drewry. Yes, Mr. Chairman. 

Mr. Dennean, this morning Mr. Wierda mentioned that the Atlan- 
tic Conference is a unanimous vote conference and I rather gathered 
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the impression that he felt that the rule of unanimity slowed things 
down so that frequently, by the time you got together for a rate ad- 
justment, the nonconference line had taken the business by making a 
quicker rate adjustment. 

In your conference, the voting is on a majority basis, is it? 

Mr. Dennean. That is right. 

Mr. Drewry. So that do you feel that under that setup you have 
more flexibility in making adjustments than in the case of a unani- 
mous conference and at the same time you have a democratic process, 
is that correct ? 

Mr. Dennean. I do not know about the democratic process. I was 
using that in another argument that I was making here, but I will tell 
you this much: Certainly I think that the majority vote is more flex- 
ible than the unanimous vote. That ismy opinion. 

Mr. Drewry. As I understand your testimony, you are the execu- 
tive officer of the conference and preside over all conference meetings ? 

Mr. Dennean. Yes, sir. 

Mr. Drewry. You are a member of all standing committees of the 
conference / 

Mr. Dennean. Yes, sir. 

Mr. Drewry. You select the members of all committees. You 
conduct negotiations with the shippers regarding rates and, as I un- 
derstand it, you are the only one that does. They do not come before 
the rate committee. All conference rate action is communicated to 
shippers exclusively by the chairman. You have access to the rec- 
ords of all the members to determine whether the members are abid- 
ing by the conference agreement. Then every 3 months you per- 
sonally appoint a new rate committee consisting of representatives 
of five member lines. Then, in addition to that, there is the joint 
agreement which, in view of your rather dominant position in the 
Far East Conference, the fact that the Far East Conference must 
give its concurrence to action by the Pacific Westbound Conference 
would seem to me to lodge a considerable amount of control into you 
personally, not only as to the business from the east coast but from 
the west coast, too. Is that not the proper inference ? 

Mr. Dennean. No, sir. I do not think so, Mr. Drewry. I think 
you have given me a little too much authority. 

Mr. Drewry. I just got it from your statement. 

Mr. Dennean. You see, we have pointed out in our statement and 
I told you verbally the system that we use in making rates. We first 
of all work through a rate committee and then the rate committee re- 
port goes to the conference. 

Now, all of these proposals from the Pacific that you are talking 
about go to a rate committee and they are considered by a rate 
committee of the Far East Conference. I appoint that committee. 
That is sure. I appoint the committee but I do not determine the 
rates on those miscellaneous commodities. 

Mr. Drewry. The membership is good for only 3 months. 

Mr. Dennean. The rate committee ? 

Mr. Drewry. Yes. 

Mr. Dennzan. That is right. We alternate. We rotate the mem- 
bers on the rate committee. 
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Mr. Drewry. How many do youappoint? Yousay from five mem- 
ber lines. Who are the individuals? 

Mr. Dennean. We have 25 member lines in the conferences, right. 

Mr. Drewry. Yes. 

Mr. DenNEAN. We rotate those for 3-month periods. We try to 
have each one serve for their 3-month stint on the committee. We 
try to apportion the work among all of the members. 

‘Mr. Drewry. What category of person are they? What position 
do they hold with the member lines ? 

Mr. Dennean. I do not appoint them as to their position with the 
inember lines. I appoint a line, let us say Mr. Wierda’s line, United 
States Lines. He is on the rate committee for 3 months. He sends 
a representative over. Generally his traffic man sits in on the com- 
mittee. 

Mr. Drewry. You appoint the line and it is up to the line to send 
a representative ? 

Mr. Dennean. Yes. 

Mr. Drewry. Do they usually send the same person to each meeting / 

Mr. Dennean. Generally so. You mean as to the rate meeting and 
the conference meeting ? 

Mr. Drewry. As to the rate meeting first. 

Mr. Dennean. Yes, sir. Generally the same man serves. They 
vary. They may have two or three men in their traffic department 
assigned to rate work. 

Mr. Drewry. How many meetings do you have during the course 
of a 3-month period ? 

Mr. DennEAN. We meet, very 2 weeks minimum, you see, so that 
would be six meetings. The present rate committee, by the way, is 
now making a study of iron and steel rates in conjunction with the 
steel shippers. Ve are making a big study of that at this moment 
and they are meeting two or three times a week, this particular rate 
committee. 

Mr. Drewry. You mentioned that you have 25 members. Do those 
4 members who pare a joint service make the 28 members total or are 
they 4 out of 25 

Mr. . No; the 25 that I mentioned are 25 entities which 
might be 30 steamship lines or more. 

Mr. Drewry. That is what I want to get straight. The four have 
only one vote? 

Mr. Dennean. That isright. They have one vote. 

Mr. Drewry. Do you know whether that is universally true in other 
conferences ? 

Mr. Dennean. I think so. There is this much to be said about it. 
Any time any of these lines get together on this basis they must 
file a section 15 agreement and I think the regulation office makes sure 
that their voting rights are specified right in that section 15 agreement. 

Mr. Drewry. Are the votes based on the entities or the quantity 
of tonnage operated by the entity ? 

Mr. Dennean. No; just on the entity. He is entitled to one vote, 

regardless of tonnage. 

> Drewry. A 20-ship line would have no more votes than a 
1-ship line? 
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Mr. Dennean. Not in my conference. Even if he has no ships he 
will vote. 

Mr. Drewry. I have just one more question. In the Far East trade 
how many of the members of your conference are also members of 
Pacific Westbound ? 

Mr. Dennean. Anticipating that you were going to ask me that 
question, I am going to tell you that there are 10 of our members who 
are full members of the Pacific Westbound Conference and there are 
13 of our members who are known as associate members of the Pacific 
Westbound Conference. They are members who sail vessels from 
here or the gulf and stop on the Pacific Coast en route to the Far 
East. They are known as associate members. They are not entitled 
to vote in the Pacific Westbound Conference. Two of our members 
are precluded from calling on the Pacific Coast because of their sub- 
sidy contracts. That is the picture. 

Mr. Drewry. They are not entitled to vote at all in any matters? 

Mr. Dennean. No, sir. I do not think so. Not the associate 
members. 

Mr. Drewry. Not on rate matters or organization matters or any- 
thing ? 

Mr. DenneEAn. I do not think so. 

Mr. Drewry. What would be the advantage to their being in the 
conference ? 

Mr. Dennean. I believe they are now allowed to sit in on some of 
the rate meetings. As to whether they are allowed to vote, I do not 
think they are allowed to vote in these rate meetings. 

The advantage is that as associate members they will be permitted 
to participate in the contract system of the Pacific Westbound Con- 
ference, and another thing is this; that if you are going to operate from 
California I think it is wise to join the conference. I think the ship- 
pers would like to see you join up out there. 

Mr. Drewry. Of the 10 members who are members of both Far 
East and Pacific Westbound, what is their makeup as to foreign and 
American ? 

Mr. Dennean. The 10? 

Mr. Drewry. If you want, you may supply it for the record, but, 
roughly, what is it? 

Mr. Dennean. I donot think it would take long. 

The CuarrMAn. You may supply it for the record. 

Mr. Drewry. You can supply the names, too. 

The Cuatrman. Make a note of that to be supplied for the record. 

Mr. Dennean. I will give you the entire setup for the record. 
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(The information referred to follows :) 


MEMBERSHIP OF FAR EAST CONFERENCE AND PACIFIC WESTBOUND CONFERENCE 


FAR EAST CONFERENCE 
American President Lines, Ltd. 


Compagnie de Transports Oceaniques. 


Daido Kaiun Kaisha, Ltd. 
De La Rama Lines. 


Ellerman & Bucknall Associated Lines. 


Fern-Ville Far East Lines. 
Iino Kaiun Kaisha, Ltd. 
Isthmian Lines, Inc. 

Ivaran Lines. 

Kawasaki Kisen Kaisha, Ltd. 
Lykes Bros. Steamship Co. 
Mitsui Steamship Co., Ltd. 
Mitsubishi Kaiun Kaisha, Ltd. 
Moller Steamship Co., Inc. 
Nippon Yusen Kaisha. 

Osaka Shosen Kaisha. 
Philippine National Lines. 
Prince Line, Ltd. 

Shinnihon Steamship Co., Ltd. 
States Marine Corp. 

The Bank Line, Ltd. 

United States Lines Co. 
Waterman Steamship Corp. 
Wilh. Wilhelmsen. 
Yamashita Kisen Kaisha. 


Far East Conference: 25 members. 


1 Full member. 
2 Associate members. 


PACIFIC WESTBOUND CONFERENCE 


American Mail Line, Inc.” 
American President Lines, Ltd+ 
Compagnie de Transports Oceaniques.’ 
Daido Kaiun Kaisha, Ltd.* 

De La Rama Lines.* 

Ellerman & Bucknell Associated Lines.’ 
Fern-Ville Far East Lines.” 
lino Kaiun Kaisha, Ltd? 
Isthmian Lines, Inc.* 

Ivaran Lines,’ 

Java Pacific & Hoegh Lines.* 
Kawasaki Kisen Kaisha, Ltd.” 
Klaveness Line.* 

Knutsen Line.* 

Mitsui Steamship Co., Ltd? 
Mitsubishi Kaiun Kaisha, Ltd.* 
Moller Steamship Co., Inc.” 
Nippon Yusen Kaisha.” 

Nitto Kisen Kaisha, Ltd.* 
Osaka Shosen Kaisha.’ 

Pacific Far East Line, Ltd.* 
Pacific Orient Express Line.* 
Philippine National Lines. 
Prince Line, Ltd? 

Shinnihon Steamship Co., Ltd.” 
States Marine Corp.’ 

States Steamship Co.* 

The Bank Line, Ltd. 
Waterman Steamship Corp.” 
Wilh. Wilhelmsen.” 

Yamashita Kisen Kaisha.” 
Nissan Kisen Kaisha, Ltd.* 


Pacific Westbound Conference: 





rut, . taeere. 19 
Associate members_____----__ 13 
i 32 


NoTe.—Out of 25 members, 10 are full members of Pacific Westbound Conference and 13 
are associate members of Pacific Westbound Conference, or total of 23 members belong to 


Pacific Westbound Conference. 


Mr. Cowen. Mr. Dennean, I believe you told Mr. Bonner that there 
were complaints about delay in changing a rate when a shipper was 
faced with competition from a foreign seller. How much time would 
elapse, say, if the shipper asked for a rate due to competition ? 

Mr. Dennean. I do not think I mentioned foreign competition 


particularly. 


Mr. Cowen. Suppose that he is facing competition. How much 
time would elapse before he could get a rate ? 

Mr. Dennean. I think we could do it in 24 hours. 

Mr. Cowen. Do you have to clear it with the westbound conference ? 


Mr. Dennean. Not necessarily. 


It all depends on what the com- 


modity is. If it is a commodity that is exempt from this joint agree- 
ment, we have complete freedom of action. 


Mr. Cowen. Yes, sir. 
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Mr. Dennean. Also bear in mind that there is a list of initiative 
commodities from both coasts so that-we have the initiative in rate- 
making, let me say, on the chairman’s tobacco. We have the initiative 
in ratemaking on cotton, tobacco, and machinery, let us say. If you 
‘ame to the conference today we could give you a rate immediately 
on those commodities and some others, too. 

Mr. Cowen. What I am getting at 1s why in the one instance of the 
cotton shippers you had a committee that would meet with your 
committee and sit down and negotiate a rate whereas the majority of 
other shippers would have to appeal to you as chairman for your 
conference to take it up and then decide ? 

Mr. Dennean. I think the answer to that is that when we first put 
cotton under contract in 1950, I was out on the Pacific coast. We 
had to take quick action and I appointed a committee in the gulf 
of cotton-carrying lines who were familiar with cotton shippers. I 
personally was not. I had been domiciled up here and it suited me 
better to have this committee negotiate and work out the details with 
the cotton people. 

Mr. Cowen. Could you draw the inference from that that cotton 
shipments are of such size that they can tell the conference what to 
do rather than the conference setting the rate on cotton ? 

Mr. Dennean. No,sir. I donot think so at all. 

Mr. Cowen. Then if cotton is treated in such a manner, are you 
not discriminating against other shippers ? 

Mr. DENNEAN. In what way? 

Mr. Cowen. Because you do not sit down and negotiate with them 
in a like manner. 

Mr. DenneANn. We do sit down and negotiate with other ship- 
pers; not through committees but I do. 

Mr. Cowen. You say: 
automobiles, trucks and parts, leaf tobacco, and rubber goods. In the case of 
these items, I conduct negotiations for the conference. 

Mr. Dennean. That is right. 

Mr. Cowen. But you have the one committee on cotton shippers. 

Mr. Dennean. It is a matter of convenience only, Mr. Cowen. 

Mr. Cowen. All right, sir. 

Now, sir, I notice on page 41, and I believe Mr. Mailliard went 
into this, that— 

The public interest is safeguarded by the Board’s power at any time to 
institute an investigation on its own motion to determine the lawfulness of 
any regulation or contract adopted pursuant to the general authority of the 
conference. 

Have you ever known the Board to investigate any such contract 
of its own volition ? 

Mr. DennEAN. I do not recall offhand. 

Mr. Cowen. And you have been dealing in conference work and 
with the Board for some 30-odd years? 

Mr. DenneaNn. That is right. 

Mr. Cowen. Now, I have one further question, sir. 

Mr. Ray was inquiring as to the way you arrived at rates for 
certain commodities or certain specific shipments. What is the dif- 
ference between dried peas and seed peas hc it comes to shipment ? 

Mr. DennEan. I will tell you. I donot know. 
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Mr. Cowen. I am getting at this, sir. Is there any realism between 
a rate of $27.50 for dried peas as against $ 57.50 for seed peas? 

Mr. Dennean. I do not know. There might be if I had the facts 
before me. Ido not know whether there is or not. 

Do you mean as to conference rates on both of those commodities ? 

Mr. Cowen. Yes, sir. 

Mr. Dennean. I do not know what the distinction is between the 
two. It might be that seed peas are entirely different commodities 
from dried peas. They might be more valuable. I do not know. 

Mr. Cowen. Granted that they are more valuable but is that not 
a rather wide differential between the two? 

Mr. Dennean. I wouldthinkso. Yes, sir. 

Mr. Cowen. And you spoke of the democratic process of the con- 
ference operation. I will cite you a paragraph here from a letter 
of October 7, 1957, written to the Stokely-Van Camp, Inc., Produce 
Co.,in whicha paragraph reads as follows: 

We can assume from your letter that in any case where you know a domestic 
sale is being made to an exporter and you know that that exporter intends to 
ship within the scope of the conference operation you will not effect the sale. 
That was signed by the attorneys for the conference. 

Does that not go rather well beyond the democratic process ? 

Mr. Dennean. Mr. Cowen, I do not quite get that paragraph, really. 
Who wrote that letter ? 

Mr. Cowen. Graham, James & Rolph, conference attorneys. 

Mr. Dennean. That is a different conference from mine altogether. 

Mr. Cowen. But 10 of your members are members of that and 13 
are associate members and you have an agreement with that confer- 
ence, do you not? 

Mr. Dennean. Incidentally, who wrote that letter ? 

Mr. Cowen. Graham, James & Rolph. 

Mr. Dennean. They do not represent the Pacific Westbound Con- 
ference. They are not the attorneys for that conference. 

Mr. Cowen. Pacific/European. It was written by the conference 
attorneys in regard to conference operation. 

Mr. Dennean. You kind of got me there for a minute. That letter 
doesn’t relate to any conference with which I am connected. 

Mr. Cowen. That is all. 

The CoHarrmMan. Thank you very much. 

Our time is getting short. We have two other witnesses. 

There is one witness here that telephoned me. 

There is a witness for the Alcoholic Beverage Importers. Is that 
the gentleman who says he must be out of town tomorrow ? 

Mr. Lourte. Yes, sir. 

The CuatrmMan. Come right up here, sir. 


STATEMENT OF HARRY L. LOURIE, EXECUTIVE VICE PRESIDENT, 
NATIONAL ASSOCIATION OF ALCOHOLIC BEVERAGE IMPORTERS, 
INC. 


Mr. Lourie. Mr. Chairman and gentleman, my name is Harry L. 
Lourie. I am executive vice president of the National Association of 
Alcoholic Beverage Importers, Inc., 700 National Press Building, 
Washington 4, D.C. 
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This association is a trade association whose members are respon- 
sible for importing into the United States between 80 and 85 percent 
of distilled spirits and wines so imported. 

The CuarrmMan. You say you are in Washington, D.C. We can 
hear you down there easily. 

Mr. Lourm. I tried and I spoke to your counsel and he suggested 
that I appear here. 

The Cuamman, All right. Go ahead. 

Mr. Lourte. In connection with the public hearings which are be- 
ing held by the Merchant Marine and Fisheries Committee, of the 
House of Representatives, in order to assemble evidence as to the en- 
actment of legislation permitting a conference system of ratemaking 
by common carriers on the high seas, we desire to advise the Special 
Subcommittee on Steamship Conferences as to our experience with 
such steamship conferences since repeal of prohibition in December 
1933. 

In general, steamship conferences with which importers of alco- 
holic beverages do business may be classified into two groups: 

(1) A group of steamship companies moving cargo from definite 
foreign ports to, for example, the Atlantic seaboard of the United 
States, which sets freight rates for different commodities from time to 
time which, in our case, means wines, spirits, and beers in bottles or 
in barrels. This type of conference sets a rate agreed on by its indi- 
vidual members and posts such rate with the Federal Maritime Board. 
There are provisions in the basic law which permit U.S. importers to 
file protests with the Federal Maritime Board if the importers believe 
that the rates set are exorbitant or destructive. Thereafter, the Fed- 
eral Maritime Board examines the entire mater in accordance with 
law, and ultimately decisions are reached. 

The criticism we have over that situation is that the shippers which, 
as a rule, for our merchandise means the U.S. importers, are not con- 
sulted when the freight rates are determined, or prior to announce- 
ment of increases in fr eight rates. 

Our committee representing importers of alcoholic beverages has 
found it difficult, if not impossible, to discuss some of the freight rates 
which have been imposed with the conference itself, rather than with 
the representatives of an individual steamship company which is a 
member of the conference, but cannot take any independent action. 

(2) The other type of conference with which we are familiar is 
exemplified by the North Atlantic Westbound Freight Conference, 
the members of which move to the United States a very large portion 
of our importations of Scotch whisky destined for Atlantic and gulf 
ports. 

We have had a contract with this conference since July 1, 1938, 
and our present contract expires at midnight, June 30, 1960. Under 
the terms of the contract, this association is the negotiator with respect 
to freight rates and other conditions involvi ing the tr ansportation of 
merchandise for the import trade handling Scotch whisky. Repre- 
sentatives of the conference and the association’s freight and insur- 
ance committee meet and discuss any proposed changes in the contract 
or the existing freight rates. The contract provides for a rate for 
companies or ‘individuals signatory to the contract and the noncon- 
ference rate for others. Those persons who are signatory to the con- 
tract enjoy the lower freight rate and bind themselves to use confer- 
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ence vessels only for moving the cargo covered by the contract, except 
when a conference vessel is not on berth or available. 

This system, we are thoroughly familiar with, because we have 
operated under it since July 1, 1938, and we anticipate that prior 
to the expiration of the present contract on June 30, 1960, the con- 
tract will have been renewed with such changes as have been mutu: illy 
agreed on by the representatives of the conference and the freight and 
insurance committee of this association. 

It may be of interest to the members of your committee to know that 
in 1934, after repeal of prohibition, the importations of Scotch whisky 
in the United States amounted to 1 million cases. The trade was bad- 
ly interrupted in September 1939, when the late war broke out. In 
1945, when the war was concluded, ‘the shipments had declined sharply. 
Since then, however, there has been a ste ady increase in the movement 
of Scotch ‘whisky to the United States, and in the calendar year of 
1958, the total quantities moved to the United States amounted to 
over 7 million cases. 

We estimate that out of the port of Glasgow only, which excludes 
shipments from London, Southampton, Liverpool, et cetera, there 
was moved to the North Atlantic ports approximately 4 million cases 
of Scotch whisky. 

We feel that the service has been satisfactory, and the terms of the 
contract are equitable to the shippers and importers, as well as to the 
carriers. 

We favor the adoption of legislation which will enable the execution 
of contracts to which shippers and importers, as well as the confer- 
ence lines are signatory, in contrast to the ratemaking of numerous 
steamship conferences where the shipper or importer is not con- 
sulted in the making of a rate, nor is the rate established by the con- 
ference guaranteed for a specific period of time, as is true in the type 
of contract this association has enjoyed for 21 years with the North 
Atlantic Westbound Freight Conference. 

The CHarrman. The boys have come to drinking Scotch, have they 
not? We notice that down in my country where we have the local 
corn whiskey. It has fallen off considerably. 

Mr. Lourtr. I may supplement by saying, Mr. Chairman, that we 
started with no conference rates and then conference rates were es- 
tablished and we have found that under the system which has been 
established since July 1, 1938, which has this so-called penalty clause 
system in it that first of all, as far as I know, and I think the records 
of the conference will bear me out, that not a single importer has 
had to pay any penalty rate. The rate of the contract itself is not 
limited to members of my association. Any importer, any company 
desiring to bring wines and spirits from the British Isles and Ireland 
to the United States can have the value of that rate by signing the 
agreement. 

What the agreement does by the dual rate is essentially to prevent 
constant fluctuation in the cost of bringing merchandise to the United 
States and actually we believe has prevented disruptive competition. 

I may say we are strong believers in equity. We believe as busi- 
nessmen that the lines have to make a living and we have to make a 
living. We have an interest because, naturally, the steamship repre- 
sentatives desire the highest rate and we desire the lowest, and out 











420 STEAMSHIP CONFERENCE STUDY 


of the give and take of these discussions which includes the special 
problems we have, we have arrived at a system which has worked 
very well. 

May I take another minute of the committee’s time to explain that 
under the very rigid system of control which the U.S. Government 
as well as the 47 States which permit the sale of liquor—and Okla- 
homa is voting today and we will find out about that tonight—many 
States will not allow the sale of wines or spirits without posting 
prices. They have price controls. 

I leave it to the imagination of the members of this committee and 
your economic advisers to determine the situation the importers 
would be in if we were subject to fluctuating rates for freight or in- 
surance or all the other things that make up a base cost and had to 
post prices to carry out these fluctuations in these different States. 
It would be an impossibility. 

The terms of the contract we have now calls for 6 months’ notice 
by either side of a desire to renegotiate. We have figured that we 
need at least 3 months before we can change prices all over the United 
States. For that reason we deplore the so-called open conference 
which may change rates overnight and we never know when they are 
going to change rates. 

In order to avoid any possible misunderstanding, we are not criti- 
cizing the conferences that operates out of the Mediterranean of the 
continental European ports because many of the steamship companies 
with which we are familiar are in those conferences. What we object 
to is our inability to sit down with those conferences and discuss things 
as we can with this particular conference with which we have operated 
now for 21 years. We think it works. We think it gives us stability 
and I may cite one example which proves it. In August 1939, when 
the war was imminent and the British pound began to decline, our 
original rate with this conference was in pounds. It happened to 
be 55 shillings for a measurement ton of 40 cubic feet. The British 
pound fell very sharply as you know. We had a clause which called 
for arbitration or renegotiation in case the pound varied more than 10 
percent from an arbitrary value of $5, I think. We called a meeting 
of the conference here in New York and told them that we were not in 
a position to waste time trying to negotiate a new rate. 

We promptly offered to convert the contract from pounds to dollars 
at the rate which was in existence on the day the contract was signed, 
because we wanted to avoid the impossible competition which would 
arise if one man happened to make his freight shipment on the day 
when the rate of the pound was favorable and another fellow might 
have made it on the day when it was unfavorable. 

Certain things should be the same. Freight rates should be the 
same for everybody in any part of the commerce of the United States. 
The freight rate is set by the ICC on that premise. It should be so 
on the ocean. No man bringing in Scotch whiskey from the British 
Isles to North Atlantic ports should pay a different rate. It was an 
act of equity. Actually it did not cost us a penny more than we 
anticipated. 

I cite these as examples of what I call mutual understanding and 
I do hope that this committee, in considering this matter, realizes that 
one of the great weaknesses which every importer faces is lack of 
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certainty of ocean freight rates especially if he is in the type of busi- 
ness my members are in where they have to post prices all over the 
United States and where, if they do not know exactly what the basis 
of the costs are going to be, it is impossible to post prices. 

The Cnarmman. ‘Thank you very much, sir. 

We will take the next witness, Mr. Hewitt. 


STATEMENT OF JACK HEWITT, VICE PRESIDENT, LEBANON 
CHEMICAL CO. 


Mr. Hewirr. My name is Jack Hewitt. I am vice president of 
Lebanon Chemical Co. We are in the agricultural chemical business 
and our problem is having a rate that is the same for the products 
that we ship overseas. We ship to some 76 foreign countries. 

The biggest problem we have is having a rate that we can depend 
upon because we, of necessity, must deliver on a ¢.i.f. basis or landed 
basis in the foreign countries and our contracts and letters of credit 
cannot be completed until we have firmed up the price with our 
customer. 

Up to this time, with the dual rate system, not being members of 
the conference because that exempts us from using other lines and act- 
ing as an independent, we have had to take the higher rate the confer- 
ence offers us and not take advantage of the cut rate by being a mem- 
ber of the conference. 

What we have run into is that our price f.a.s. is equal to or lower 
than our competitors’ but having to pay a 10-percent bonus for the 
privilege of operating on a conference line we lose the business. 

We would be glad to see a single rate come in, as the previous wit- 
ness testified, instead of the dual rate as it is now in existence. This 
handicaps our business in some of these countries and needless to say, 
with the price being too high, we no longer secure the business. 

The CuHatrman. Mr. Drewry, the counsel to the committee, will 
inquire. 

Mr. Drewry. Mr. Hewitt, what is the commodity you produce? 

Mr. Hewrrr. We produce basic DDT. 

Mr. Drewry. What quantity of export shipments do you have? 

Mr. Hewrrr. Our shipments run from probably 50-ton to 500-ton 
units. 

Mr. Drewry. Where do they go? 

Mr. Hewrrr. They go to the Middle East, the Far East, South 
America, some to Europe. 

Mr. Drewry. I just want to get that in the record, Mr. Chairman. 

Thank you. 

The CHarrman. The previous witness, as I understood it, was a 
contract shipper. 

You say you wanted the same privilege ? 

Mr. Hewirr. He stipulated, I believe, that he would like to have 
everybody have the same rate. We would like that. 

The Cuarrman. If you sign the contract under the dual rate system 
everybody gets the same rate, I understand. 

Mr. Hewirr. We are eliminated from shipping on outside ships, 
then. We have a problem in our material where we have on a great 
number of instances to take advantage of the boat that can get it there 
and get it there in the shortest length of time. 
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Due to a suspendability problem in the material it falls down and 
is no longer usable if too much time elapses between the time of man- 
ufacture and the time of use in the field. 

The CHarrman. I understand that under the contract system if 
there is not a ship available to carry your product, then you can ship 
by some other line. 

Mr. Hewirr. That is correct, sir, but in order to avail ourselves of 
the 10-percent reduction in price, we must sign a contract to obtain 
that price. 

If they have a ship available it may go to five or six other ports and 
not be the first arrival but leaving on the same day from this port we 
cannot take advantage of it if we sign the contract. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmarz. I have no questions. 

The Cuamman. Mr. Ray. 

Mr. Ray. I have no questions. 

The Cuatrrman. Mr. Downing. 

Mr. Downrna. I have one question. 

Have you talked to the conference in regard to this particular ques- 
tion of yours? Have you actually gone to them and explained the 
situation to them ? 

Mr. Hewirr. We have requested reduction in rates and they have 
said if we join the conference we would have the privilege to have a 
conference rate. 

Mr. Down1inea. How about your specific problem of having to get 
your compound there at a certain time? 

Mr. Hewirr. We requested an answer on that, but we have never 
gotten one. 

Mr. Downing. That is all. 

The CHatrman. Mr. Mailliard. 

Mr. Maruiarp. Pursing Mr. Downing’s questioning, your busi- 
ness is apparently sufficiently w idespread that you would be dealing 
with a number of different conferences in this respect. Do you mean 
to say that you have proposed to all the conferences where a dual 
rate contract exists with which you might do business that you need 
special consideration of delivery time and nobody has shown any 
interest ¢ 

Mr. Hewrrr. We have not proposed that to all the conferences. 

Mr. Maruiarp. To which conference have you proposed it? 

Mr. Hewrrr. The North Atlantic Conference. 

Mr. Mariurarp. Is that the only one? 

Mr. Hewirr. Yes. 

Mr. Marixiarp. How long is it since you have made this request? 

Mr. Hewirr. I imagine it is probably 18 months ago. 

Mr. Mariiarp. You received no answer at all? 

Mr. Hewirr. No answer at all. 

Mr. Mariuiarp. Have you pushed them at all? 

Mr. Hewirr. No; we have not pushed them. We have just sold 
where we could. We are not big enough to make demands of this 
kind. 

Mr. Matuurarp. In the North Atlantic trade route how much 
might you ship in a year if you had favorable opportunities for 
business ? 
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Mr. Hewirr. We, as an individual company, would probably not 
ship over 2,000 or 3,000 tons. 

Mr. Maruiarp. Is yours a relatively high rate type of product? 

Mr. Hewirr. I would say it is probably of medium rate class. 

Mr. Marurarp. The only response you have had from them is, “If 
you sign up we will give you the lower rate” ? 

' Mr. Hewrrr. That is correct. 

Mr. Marurarp. There has been no interest in giving a special 
dispensation that if you can get faster delivery, less transit time which 
is your problem, that they would make an exception ? 

Mr. Hewirr. We are probably not big enough. 

Mr. Maruiarp. Have they said that? You have just not heard 
anything? 

Mr. Hewirr. They have not said that. 

Mr. Matuuiarp. They have not answered you at all ? 

Mr. Hewirr. That is right. 

Mr. Marurarp. Mr. Chairman, I hope the staff will make a note of 
this because I think we should have an answer on this. The confer- 
ences claim that they do give equal service to large and small shippers. 
I would like to pursue this. 

The CuHamman. Judge Casey. 

Mr. Cassy. Mr. Hewitt, what you are concerned with is that they 
have been saying that what pleases their customers is a uniform 
stable freight rate. That is what you are interested in; is that right? 

Mr. Hewirr. Yes, sir. We would like a uniform freight rate. We 
also would like, if we are allowed to, to know how they arrive at 
a freight rate. 

Mr. Casey. You would like to know how they arrive at a freight 
rate? 

Mr. Hewirr. Yes. 

Mr. Casey. Right now you are shipping with whomever you can 
find that can give you the delivery date that you need for your prod- 
uct; is that right ? 

Mr. Hewrrr. That is correct. 

Mr. Casey. And you just negotiate with them as to a rate at this 
particular time when you have a shipment to go? 

Mr. Hewitt. No, sir. We have to request a rate in advance so that 
we can quote a price. 

Mr. Casry. That takes time. How long does it take you to get 
your rate back ? 

Mr. Hewirr. We get the rate back very quickly, within the day 
normally on the phone, confirmed by mail. 

Mr. Casey. Then you can quote your price? 

Mr. Hewirr. That is correct. 

Mr. Casey. But that varies from shipment to shipment? 

Mr. Hewirr. No, I cannot say that it varies from shipment to ship- 
ment other than general increases. 

Mr. Cassy. But you have no assurance that it will not vary. That 
is the thing that disturbs you; is that right ? 

Mr. Hewrrt. That is right, plus the disadvantage we have when 
other people that are members of the conference get a 10 percent 
lower rate. 
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Mr. Casey. I got the same reading out of the previous witness that 
you did, that he compared it to the ICC and said he would like to see 
the rates fixed so that everyone pays the same rate. 

Mr. Hewrrr. That is what we would like. 

Mr. Casey. That is what I read out of his testimony from the 
ier statement that he made. That is what you advocate; is that 
right ¢ 

Mr. Hewrrr. We are in favor of that. 

Mr. Casey. Would you, as a shipper, prefer that the rates be set by 
a governmental agency and posted as such ? 

Mr. Hewrrr. I do not think we would be in disagreement with that 
generally. We would have reservations as to their method of arriv- 
ing at rates, 

Mr. Casey. Suppose you just tell me what your preference is. 
What would be the setup that you would like to see for the best opera- 
tion of your business so that you could be competitive and so that you 
could operate with the least amount of difficulties. What would be 
the perfect setup for you if you had your “druthers” ? 

Mr. Hewrrt. If we had our “druthers” we would like to see a flat 
rate set up for whatever commodity we wanted to ship barring a devia- 
tion probably for the type of container, whether it was in bulk or bags 
or drums, based with a fair differential in there for handling as to 
whether it was weight or cubic. In addition to that, if we knew what 
that was, then the value of the shipment would not make a particle of 
difference whether you shipped diamonds or whether you shipped fer- 
tilizer. The differential would be maintained by possibly the insur- 
ance, but the shipper would be eliminated in any differential in rate. 
Whatever the drum carried, he would not have to even know as far as 
that is concerned. 

Mr. Casey. You would not have to worry whether that was DDT in 
there or whether it was some really high-priced chemical. 

Mr. Hewrrr. That is right. 

Mr. Casey. In other words, you are shipping a drum of such and 
such a size and the weight is such and such a weight and you know 
what space it is going to take up, and they know how many drums 
they can handle, and so forth, and what is in the drum is immaterial ? 

Mr. Hewirr. That is correct. We recognize that on a replacement 
or a loss that there is a difference in the value and we feel that that 
should be handled by the insurance people, not by the shippers. The 
shippers are merely performing a service of moving X material from 
A to B. They should have a rate for doing it. 

Mr. Casry. What do you think of the conference system? Do you 
have an opinion of whether it is good or bad ? 

Mr. Hewirr. I cannot understand how they figure out their rates. 
I have not been associated with them closely enough to know how they 
do it. If they have a sound economic basis for figuring them out, I 
have yet to discover it. 

Mr. Casey. Then your biggest complaint is that you do not have 
any gage ahead now. It depends on what is in that drum or bag. Is 
that the way they vary their rates? 

Mr. Hewirr. We have to tell them the commodity and then get the 
rate on the commodity. 

Mr. Casey. You still pay the insurance on top of it ? 
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Mr. Hewirr. Yes, we pay the insurance. 

Mr. Cassy. Based on the value of the goods when you ship it? 

Mr. Hewirr. That is correct. 

Mr. Casry. Now, do you like the dual rate system ? 

Mr. Hewirr. No. 

Mr. Casey. You do not care about it ? 

Mr. Hewirr. No. 

Mr. Casey. All you want is a uniform rate? 

Mr. Hewrrr. We would like a uniform rate based on an equitable 
basis. 

Mr. Casry. And would you sign up with a conference, say, for a 
uniform rate whether it is a dual rate or whatever it might be pro- 
vided they would take care of you on this matter of timing of your 
shipments ? 

Mr. Hewrrr. Not unless every shipper sailing out of American ports 
is a member of the conference. 

Mr. Casry. In other words, you would like this freedom of choice 
that you have; is that right? 

Mr. Hewirr. Yes, sir. 

Mr. Casey. All right. 

Mr. Garmatz (presiding). Mr. Johnson. 

Mr. Jounson. I have just one question. 

You have testified as to a more equitable basis. Do you wish to 
insert in the record that there is discrimination as to your company 
at this time in respect to other competitors ? 

Mr. Hewrrr. No, sir. I do not say there is discrimination, inten- 
tional discrimination. We put ourselves in a discriminatory position 
because of our size possibly, not being able to ship enough material 
so that we can possibly take advantage of every sailing and coordi- 
nate our material shipments with the sailings that are involved which 
would enable us to take advantage of the lower conference rate. 

Mr. JoHnson. Have you made any complaint to the Federal Mari- 
time Board 4 

Mr. Hewrrr. Not formally ; no, sir. 

Mr. Jounson. I have no other questions. 

Mr. Garmatz. Mr. Glenn. 

Mr. GLtenn. I have no questions. 

Mr. Garmatz. Is that a question of how much you ship or a ques- 
tion of the different sizes of the packages that you make up? Is that 
your problem ? 

Mr. Hewirr. That is not the problem. That should be merely a 
basis for handling material. 

Mr. Down1na, May I ask one more question ? 

Mr. Hewirr. We have a variable rate on that basis. 

Mr. Downtna. I have one more question. 

If you cannot depend on the conference liners from the standpoint 
of regularity of service, how can you depend on a nonconference 
liner getting it there on a specific date ? 

Mr. Hewirr. I did not mean to say that we could not depend on a 
conference line for regularity of service, as far as the particular 
date that it is going to sail on. Generally speaking, I think the con- 
ference lines are very dependable. If they say they are going to sail 
on a certain day they do but that date may not suit us. To some of 
those ports there are not sailings every day. 
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Mr. Down1ne. You have no trouble finding independents to carry 
your goods on the date that suits you ¢ 

Mr. Hewirr. We have had times when we could not find anybody, 
either independent or conference. We have had to make other ar- 

rangements or have them accept a delay. 

Mr. Cowen. Do you use freight forwarders or do you handle the 
shipments yourself ? 

Mr. Hewirr. We do both. 

Mr. Cowen. Have your forwarders had any difficulty in placing 
your shipments with either independents or conference lines ? 

Mr. Hewirr. Not to any great extent, no. 

Mr. Cowen. I have one further question. 

You say that you cannot compete with your competitors. Are 
they not faced with the same problem you are, in that the chemical 
components of the DDT would deteriorate during the voyage time as 
would your chemical components ¢ 

Mr. Hewirr. Unfortunately, our competitors are mostly giants and 
they have ways and means of overcoming that. Some of them have 
plants in foreign countries. In addition to plants being in foreign 
countries, they have the lar ger customers that can take a more regular 
delivery. 

We, of course, being the small ones, have to handle the smaller 
customers who are not equipped the way the larger ones are. 

Mr. Cowen. I believe you said you shipped to the Mediterranean 
area and South America. Have you ever checked with an conference 
line in that area ? 

Mr. Hewirr. Have we what? 

Mr. Cowen. Have you made inquiry of any conference lines serv- 
ing that area as to whether or not they could handle your shipments / 
I believe you said you had contacted the North ilantie Conference. 

Mr. Hewirr. No, we have not made any inquiries there. 

Mr. Cowen. How are you handling your shipments, through inde- 
pendents or whatever ship you can get ? 

Mr. Hewirr. We take our price either conference or independent, 
quote the price out with a known sailing, and commit to that. If if 
is an equitable price on the part of the customer, he cables and we 
ship. 

Mr. Cowen. That is all I have. 

Mr. Garmatz. What is the size of your company, Mr. Hewitt? 
How many employees do you have or something of that sort ? 

Mr. Hewrrr. About 150. 

Mr. Garmatz. Are there any more questions ? 

Thank you, Mr. Hewitt. 

Mr. Beinnett was to appear this afternoon but the committee is going 
to adjourn at 4:30. 

Is it possible that Mr. Bennett will be back in the morning as lead- 
off man ? 

Mr. Bennett. I will. 

Mr. Garmatz. The committee will stand adjourned until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 4:30 p.m., the committee adjourned until 10 a.m. 
Wednesday, April 8, 1959.) 
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WEDNESDAY, APRIL 8, 1959 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES 
OF THE COMMITTEE ON MercHANT MARINE AND FISHERIES, 
New York, N.Y. 
The subcommittee met at 10 a.m., pursuant to adjournment, in room 
705, Maritime Administration Building, 45 Broadway, New York, 
N.Y., Hon. Herbert C. Bonner (chairman) presiding. 
Present: Representatives Bonner, Garmatz, Zelenko, Downing, 
Casey, Johnson, Ray, Mailliard, and Glenn. 
Staff members present: John H. Drewry, chief counsel; Bernard 
J. Zincke and Robert H. Cowen, counsel. 
The CuHarrMan. The committee will come to order. 
We will resume the hearings this morning with Mr. Fred Bennett. 


STATEMENT OF FRED BENNETT, PRESIDENT, M. J. CORBETT & CO., 
INC., NEW YORK, N.Y. 


Mr. Bennett. Mr. Chairman, I speak individually and not in be- 
half of any association. These are my own individual comments. 

My name is Fred Bennett. I am president of M. J. Corbett & 
Co., Inc., a firm engaged in the business of handling the clearance 
and forwarding of shipments on behalf of importers, exporters, and 
foreign buyers since 1892. I am a past president of the New York 
Foreign Freight Forwarders’ Association, former chairman of the 
joint committee of the Foreign Freight Forwarders of the Port of 
New York, a member of the world trade committee of the Com- 
merce & Industry Association of New York, and chairman of the 
import and customs committee of the same organization. I am a 
member of other organizations interested in the “foreign trade of the 
United States. My “contact with for eign trade extends over a period 
of more than 30 years, during which time I have had the opportunity 
to observe the operation of the steamship conference system and its 
dual-rate plan. I am of the opinion that they are beneficial to the 
foreign trade of the United States. I believe that in the interest of 
the foreign trade of the United States there must be an area of coopera- 
tion between carriers and merchants. The conference system provides 
for such cooperation. 

The expansion of industrialization throughout the world, and the 
lowering of tariff barriers among nations into groups of which this 
country is not a party, emphasizes the need, more than ever, that we, 
in the United States, work together to protect our trade, and, as part 
thereof, our merchant marine. In the area of ocean transportation, 
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the carrier conference makes this possible. There is this common 
object to motivate the merchant and the carriers to reap a profit from 
the sale of goods to a foreign buyer. The carrier has, as its responsi- 
bility, the maintenance of a rate at a reasonable level without change 
except upon reasonable notice, sufficient to permit a merchant to safely 
negotiate a sale abroad. In view of the nature of foreign trade, the 
carrier can, in my judgment, meet this responsibility only through an 
agreement with other carriers and with merchants, such as is now 
contained in existing conference contracts. There may be differences 
of opinion at times as to certain rates or conditions, but essentially, the 
carrier and the merchant are on the same side of the street—and the 
ability to meet on mutually beneficial grounds is inherent in this rela- 
tionship. 

It is not, in my judgment, a proper charge that the fixation of rates 
by a conference approaches monopolistic control. Any rate which the 
carriers adopt which prevents the sale of a product, also prevents the 
sale of cargo space. I feel as do most Americans, that the spirit of 
free enterprise is fundamental to our economy and to our way of life. 
But the principal of free enterprise does not negative the exercise 
of cooperation. In this case, both parties depend on each other to 
accomplish a common aim. The rates fixed by the carriers confer- 
ences are subject, at all times, to revisions where circumstances demand 
a modification to place the merchant in a competitive position in the 
market abroad. 

I have handled, on behalf of shippers, applications for rate reduc- 
tions and have found, without exception, not only a willingness, but a 
readily understandable eagerness to arrive at a rate of freight which 
would permit business to be consummated. It is common knowledge 
that representatives of various trades meet with representatives of the 
conferences to discuss and review a rate structure in the light of chang- 
ing conditions. This, in my judgment, is the sort of understanding 
that is necessary ot assure stability to our foreign trade interests, sufli- 
cient for them to enter into foreign markets and continue to do busi- 
ness abroad. The establishment of uniform rates and territorial oper- 
ation is not new to the economy of the United States. It exists in 
various fields of transportation under regulation by Government agen- 
cies similar to the U.S. Maritime Board: If uniformity of rates and 
services have been found necessary when applied to transportation 
operations within the territorial limits of the United States, it is 
almost self-evident that it is necessary to a greater degree in the field 
of foreign trade where there is keen competition from outside our 
boundaries. 

Competition of the kind which would exist if no organized rate 
structure was in existence, would create uncertainty and general dis- 
satisfaction and confusion in the attempts to catch, at any one time, the 
lowest rate available. The rates then would be predicated upon the 
need of a particular voyage for cargo, and thus, move away from the 
stability of cost and service which 1s inherent in any sound policy of 
encouraging the foreign trade of the United States. 

If rates are lower than expedient at some particular time, it follows 
that they must on some other occasion be made higher to balance cost 
of operation. Competition among members of the conferences now 
exists in the interest and personal service extended to shippers. The | 
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conference contract does not provide for an equal share of a shipper’s 
business among the carriers in a particular trade. It simply provides 
that the shipments shall be given to one of the carriers in that trade 
who is a member of the conference. A shipper may give all of his 
shipments to one carrier if he finds that the attention accorded to 
him in the handling of his shipments by that carrier has a stronger 
appeal than that which he receives from other carriers. This, in my 
judgment, is a healthy basis of competition, as witnessed by the 
active solicitation of business on the part of carriers—a competition 
not injurious to our trade position in the world. 

It would be a matter of concern if freight rates were subject to 
constant fluctuation and variation, in that it would induce the U.S. 
exporter to offer his merchandise on terms which would leave the ques- 
tion of shipping entirely in the hands of the foreign buyer, with a 
reference as to flag—a competition from outside which speaks for it- 
self as to its effect on our merchant marine. 

Lrecall that we now have a provision in the law requiring 50 percent 
of foreign aid to be carried on vessels carrying the U.S. flag. It is 
reported that overtures have been made on more than one occasion to 
repeal this legislation. 

The foreign trade of the United States must be considered in its 
entirety and the advantages and disadvantages of a conference system 
must be viewed in relation to the trade as a whole, and to our merchant 
marine, and not as to the advantage that might accrue to a single 
exporter, or an advantage that may be obtained during a particular 
period. 

It would admittedly be a matter of speculation as to what would 
be the repercussions abroad if the conference system here in the United 
States was abandoned ; what would be the effect as to our participation 
in the carriage of goods to the United States for sale in this market and 
its effect on the governmental program of international cooperation 
that this country “has fostered under the principles of the Reciprocal 
Trade Agreement legislation. Ocean freight rates are an element of 
appreciable importance in arriving at landed costs—whether or not 
the goods are moving outward or inward from the United States. 

It is conceivable that inward rates could be at a level which would 
interfere with the orderly administration of our trade policy by the 
establishment of rates which would permit the landing of goods at 
a cost injurious to a domestic interest, which interest may also be 
concerned with the exportation of its product. 

I cannot entirely visualize what would happen in connection with 
inward trade, but I do believe that this question now before the com- 
mittee is one which is broad in its possible effects upon a greater part 
of the economy of the country than may be indicated by reference only 
to our exports. 

The foreign trade of the United States, including its extremely im- 
portant element—the U.S. merchant marine—demands a getting to- 
gether, rather than a pulling apart of the business interest which are 
involved. The abandonment of the conference system would be a 
step backward. The supervision of a Government agency with ap- 
propriate powers of regulation would insure—if any insurance were 
needed—against any action which would not be in the interests of 
the country as a whole. 
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The Cuarrman. Mr. Johnson. 

Mr. Jounson. Mr. Bennett, I think perhaps you heard the testi- 
mony yesterday, did you not, of the representative of the United 
States Lines ? 

Mr. Bennett. I am sorry. I was not here yesterday morning, Mr. 
Congressman. 

Mr. Jounson. The testimony was to the effect that on the North 
Atlantic trade that the conference system and dual rate had not been 
exactly the answer that they were looking for in the situation con- 
fronting them, which gives a great deal of concern. 

Has that also been your conclusion ? 

Mr. Bennett. Mr. Congressman, I do not believe that the dual 
rate system as a system is necessarily sacred except as to its purpose; 
namely, some means by which the conference rates can be held intact. 

No one has yet, so far as I have heard, suggested any better system 
than the dual rate system. The countries abroad have the deferred 
rebate system but there should be some binding means of the contract 
being made effective so that there cannot be any disturbance of it. 

Mr. Jounson. What, in your opinion, would be the effect if we 
initiated the deferred rebate system and permitted that; do you think 
that would be helpful to the North Atlantic trade ? 

Mr. Bennett. I think the choice between the deferred rebate sys- 
tem would be in favor of the dual rate system. I think the dual rate 
system offers a little more soundness in policy than the deferred re- 
bate system. I think the deferred rebate system is outlawed at the 
present time, is it not ? 

Mr. Jounson. Yes. 

I have one other question. Of course, there has been testimony as 
to the conference being a closed organization, that there has not been 
proper recognition on the part of shippers as to the ratemaking and 
— policies of the conference system. What have you to say about 
that ¢ 

Mr. Bennett. As to whether or not the conferences give appropri- 
ate attention to the problems of the shippers ? 

Mr. Jonnson. Yes. 

Mr. Bennerr. My answer to that, first of all, is that the carriers 
must, in the nature of their business, provide rates which will permit 
business to be done abroad so that fundamentally they must have the 
essential interest in the shipper sufficient for them to be able to sell 
their merchandise to a foreign buyer. 

The conference has always been open in my experience to any 
representatives of the merchant interest to discuss with them the 
advisability of a particular rate at a particular time. 

Obviously, in making 4,000 to 5,000 rates, the conference cannot 
admit all shippers who might be interested in those rates, but I have 
not found at any time that they were unwilling to meet either with 
groups of the trade or with individuals to discuss any particular 
rate problem. 

Mr. Jounson. So that they have been fully cooperative in all of 
the cases that you have been interested in ? 

Mr. Bennett. In my experience, I have. I do not say they have 
always agreed with what I wanted done but they have been cooperative 
in studying the problem. 
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Mr. Jounson. In your closing remarks, you speak about appro- 
riate powers on the part of the Government agency, presumably the 

Mauies Commission. Would you care to comment further as to 
what, if any, additional powers you had in mind # 

Mr. Bennett. Well, I do not have any particular power in mind 
at the moment except that I am inclined in the direction of giving 
the exporter an opportunity to be heard in connection with any rate 
question if he is not satisfied with the ruling of the conference. I 
think that the Maritime Board, as an appellate unit, could be helpful 
in that particular type of situation. I think that is the only thing I 
would be prepared to make any statement about. 

Mr. Jounson. You have no recommendation as to any additional 
powers other than what you speak of ? 

Mr. Bennett. Not at the moment, Mr. Congressman. 

Mr. Jounson. For the most part, have you found that your asso- 
ciation and your connection with the Maritime Board has been 
satisfactory ? 

Mr. Bennett. Yes, sir, that has been satisfactory. 

Mr. Jonnson. I have no further questions. 

The CuHarrman. Mr. Glenn. 

Mr. Guenn. Mr. Bennett, on page 1 of your statement, you mention 
lowering of tariff barriers among nations in the group. Do you refer 
to the Benelux group ! 

Mr. Bennett. Yes, I do. 

Mr. Gurenn. Is there any other group of foreign nations that have 
such an agreement ? 

Mr. Bennett. There is the possibility of the British Commonwealth, 
which is not formed quite the same as Benelux, but there is a under- 
standing as to the considerations given to British products. Cana- 
dians give preferential duty on British products going into Canada. 

Mr. Guienn. This makes it more incumbent upon our Nation to go 
into such things as steamship conferences for our protection against 
these barriers of foreign nations, is that correct ? 

Mr. Bennett. Yes, Mr. Congressman. I view this thing not in 
the same atmosphere as it seems to have been approached by others, 
namely, a question between shippers and carriers. I think the funda- 
mental question is deeper and broader than that. I think the question 
is between the trade of the United States and the trade of the rest 
of the world. 

We know today that American manufacturers have sold, exported, 
not their merchandise so much as their know-how. 

We know that items which have heretofore been export items in 
this country are now import items. We know that every country 
on the face of the globe has increased its industrialization. We are 
not where we were 30 years ago in a somewhat dominant position as 
to the products we have to offer. We have to compete now with the 
others making those products and in order to compete with them we 
must, as a unit, be in a position to meet the competition offered by 
these other countries so that I take the position that the carrier and 
shipper here are almost identical and that the country with the car- 
rier and shipper cooperating can meet this competition from abroad 
but if they pull apart they cannot. 
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Mr. Gienn. In your opinion this committee and Congress should 
look at it from the standpoint of the overall picture in rewriting 
perhaps the Shipping Act of 1916 and the amendments thereto that 

came in subsequent to its passage ? 

Mr. Brenner. I would venture the opinion that I know of no more 
important legislation for the economic welfare of this country today, 
not excepting even the reciprocal trade program, than the work that 
this committee has undertaken to do in connection with this Shipping 
Act, and I might say, too, if I may, that the committee has already 
earned the admiration of a great many of the people around the 
country for its interest and its patience and the membership at its 
meetings for this rather important piece of legislation. 

Mr. GLENN. I am sure we all appreciate that last statement. Thank 
you, Mr. Chairman. 

The Cuarrman. Judge Casey. 

Mr. Casry. Mr. Bennett, you are in the freight forwarding busi- 
ness, is that correct, sir? 

Mr. Bennett. Yes, sir. 

Mr. Casey. As a forwarder, are you a signatory to a contract with 
conference committees ? 

Mr. Bennett. No,sir. Weare not. 

Mr. Casry. In other words, you earn your living or your company 
exists on a commission basis, is that right ? 

Mr. Bennett. It depends upon what you mean by “commission.” 
It is by service charges. 

Mr. Casry. You charge service charges. Who pays that charge to 
you! Isitthe shipper or does the shipping line pay it? 

Mr. Bennett. We are paid from two sources. We are paid by the 
shipper for certain services and we are paid by the carrier for serv- 
ices rendered the carrier under the recognized brokerage system. 

Mr. Casey. What is that recognized system ? 

Mr. Benner. Maybe it is not so well recognized today. It is 144 
percent brokerage paid in connection with any shipment in connec- 
tion with which the forwarder has rendered some service. 

Mr. Casry. The service you render is such that, in other words, if I 
am wanting to ship some goods and I want to use your service you 
endeavor to find a line that will give me the service that I seek, is 
that correct, for which I pay you a service charge? 

Mr. Bennett. You pay me a service charge in connection with a 
certain part of the work which is done in taking that shipment from 
your plant to the dock of the steamer. The steamship carrier would 
pay me a service charge for arranging for the booking of the space. 
I might say, Mr. Congressman, and I know that this has been a sub- 
ject of interest to your committee, that the line of demarkation be- 
tween where your service is per formed for the shipper and where it is 
performed for the carrier is rather hard to define. 

Mr. Casey. I see. 

You stated on page 3 here, “If uniformity of rates and services have 
been found necessary when applied to transportation operations within 
the territorial limits of the United States, it is almost self-evident 
that it is necessary to a greater degree in the field of foreign trade 
where there is keen competition from outside our boundaries.” 

Would you favor a governmental agency that would set the rates? 
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Mr. Bennett. No, definitely not. 

Mr. Casey. Just how far would you go? That is, what happens 
within the territorial limits of the United States? 

Mr. Bennett. The analogy between what is done within the terri- 
torial limits does not follow in connection with foreign trade. 

Incidentally, the rates are not entirely fixed, if I understand cor- 
rectly. The rates are submitted and the various agencies approve or 
disapprove of the rates. 

In connection with foreign trade for the governmental agency to 
fix a rate, the governmental agency would have to undertake to be 
familiar with all of the operations which are performed throughout 
the world in competition with what is necessary in connection with 
our shipping, and I do not think that any Government agency would 
be in position to formulate rates which would meet that competition. 

Secondly, these rates which are provided by the conference must, 
in the nature of the case, be flexible from time to time to meet par- 
ticular situations, and you cannot take a standard of distance or a 
standard of space as you might do in connection with the railroads or 
over the road carriers and apply the same thing to a rate structure 
for the sale of goods abroad. They are not in the same classification. 

Mr. Casry. Right at this point, you say you cannot take a standard 
unit of space and say that this space is going to cost so much. Is 
that what you are saying ? 

Mr. Bennett. I say that to the extent that it must be flexible. I 
am not a steamship man, incidentally. 

You might take two commodities with the same cubic measure and 
one commodity might very well be subject to one freight rate and 
one to another freight rate. 

Mr. Cassy. That is what one of the witnesses complained about 
yesterday. He said that he ships a lot of his products in drums and 
the drums are the same size but they ask him, “What is the value of 
this product ?” and give him a different rate and yet he pays insurance 
to cover that difference in value. 

Mr. Bennett. This question should really be directed to a steam- 
ship operator, but my own judgment of it is that he pays a different 
rate because ultimately the basis upon which all rates must depend 
is whether or not that product can be placed in that market abroad 
and one commodity of the same measurement and same weight can 
take a lower or higher rate than another commodity of the same 
dimensions. 

Mr. Cassy. Do you think then that the criterion for rates is what 
the going price of the product is abroad ? 

Mr. Bennett. I think it is an important factor; yes. 

Mr. Casry. In other words, they are not selling space. They are 
ealing in world economics in fixing their rates; is that right? 

Mr. Bennetr. You are asking me to answer for the carriers. 

Mr. Casey. I am asking your opinion. 

Mr. Bennerr. In my judgment, that would be the logical basis 
for the fixation of rates. 

Mr. Casry. Now, on page 4, you state: 


If rates are lower than expedient at some particular time, it follows that they 
must on some other occasion be made higher to balar.ce cost of operation. 
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That follows what you were saying. It is your theory that at some 
particular time they might be lower but they have to be higher to 

alance the cost on other products which may use the same size barrel 
or same size box? 

Mr. Bennetr. My thought there was that if at some particular time 
when shipping space was readily available and the rates were low 
that sooner or later, if they are below operating cost, those rates on 
the same commodity would have to be raised to make up for what 
had been lost on the previous occasion. 

Mr. Casey. That is just a matter of supply and demand just like 
most other products we deal with where there is no fixed price; is 
that true? In other words, if there is quite a stockpile of a particular 
consumer item, the price usually goes down unless there is a price 
fixed. 

Mr. Bennett. That is where you get your instability; and the one 
feature of the conference arrangement which has its advantage to 
the trade is its stability, and what I understand the steamship carriers 
endeavor to do is to provide a rate so that business can be done not 
today and then again tomorrow but over a period of time. 

Mr. Caszy. What do you think of this theory that you advance 
here and which you say is good, that the rates should be fixed on the 
basis of how we can compete in world trade, when we had testimony 
here yesterday that the same carrier is carrying automobiles over 
to the United States cheaper than they are carrying automobiles from 
here to the foreign country? That does not follow your theory very 
well, does it? 

Mr. Bennerr. Yes. We are talking here about a conference or 
a carrier which operates from the United States. 

Mr. Casey. That is what I am talking about, too. 

Mr. Bennett. If our automobiles are delivered abroad in connec- 
tion with those which are delivered from other countries at an ap- 
propriate rate, then I think they have reached a mutually satisfactory 
agreement. 

Mr. Casry. The situation we had testified to here yesterday was 
that they are bringing automobiles over here in competition with 
our automobiles and our manufacturers do not have the same shipping 
rates to try to compete on the European continent with the automo- 
biles because they are paying a higher rate to get their automobiles 
over there than their competitors are to come over here and compete 
with them. 

Mr. Bennett. I think, Mr. Congressman, that I am going to beg 
off on that question and ask you to direct it to the automobile people, 
because I do not know what the answer would be as to how to arrive 
at an adjustment of those rates. 

Mr. Casey. It does not have to be a particular industry because we 
had the same testimony on chemicals. It comes down to your assump- 
tion that the rates should be set so that we can compete in the world 
market and so that our business can have reasonable shipping rates 
where they can compete with their foreign competitiors. 

Mr. Bennett. But I cannot answer the question as to why they 
would be $2 from here across and why it is $1.50 from there to this 
country. 
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Mr. Cassy. Do you have any specific recommendations on the type 
of supervision, the appropriate powers that the Government agency 
should have, as you have stated in this last sentence? 

Mr. Bennerr. None other than what I have suggested to your col- 
league, namely, that any one who complains about a rate should have 
the right of appeal tothe Board. 

Mr. Cassy. Are you familiar with the powers that the Board has 
now with reference to these appeals if any are made? 

Mr. Bennett. Only a very sketchy knowledge of it. 

Mr. Cassy. If the Board’s only power is to dissolve a conference, do 
you think they should have more power than that? 

Mr. Bennett. To dissolve a conference ? 

Mr. Casey. If that is their only power, do you think they should 
have additional power other than that in supervision of these rates? 

Mr. Bennett. If their only power is to dissolve a conference?! 
Do you mean by that, Mr. Congressman, that they would not have 
the power of listening to a complaint and deciding a complaint? 

Mr. Casrey. They have the power to listen as to a complaint, but I 
mean that when it comes to actual regulation, to doing something about 
the complaint, if the only thing they can do is say that the conference 
is dissolved, do you think they should have any additional power other 
than that? 

Mr. Bennett. Yes, I do. I think they should have power to direct 
an adjustment of the rate. 

Mr. Casey. In other words, if they find that that rate is too high 
on an appeal and a full hearing, they should say, “This rate instead of 
X should be X minus 1.” Is that right? 

Mr. Bennett. I think so; yes. © 

Mr. Casry. Thank you. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Mailliard. 

Mr. Maru1arp. Mr. Bennett, I do not know whether you heard the 
testimony yesterday that one of the devices that the nonconference op- 
erator is accused of is skimming off cargo by the paying of excessive 
or at least higher than usual commissions to people in your business. 
Can you shed any light on this as a practice? 

Mr. Bennett. I know that nonconference lines have offered a higher 
brokerage payment than the conference lines have offered; yes. 

It is usually 214 percent instead of 114 percent. 

Mr. Matiu1arp. We had testimony that it amounts to 10 percent, yes- 
terday. That sounds good from your point of view ? 

Mr. Bennett. I am interested but I have not heard of it. 

Mr. Matuirarp. Do you think that there should be any regulation 
of this aspect of the business or at least any limitation of it? 

Mr. Bennett. On brokerage ? 

Mr. Maiiurarp. Yes. 

Mr. Bennerr. You are talking about the nonconference or talking 
about the brokerage as a whole? 

Mr. Marurarp. What I am getting at is that you have made a 
very strong statement here in favor of protection of the conference. 

Mr. Bennett. Yes. 

Mr. Mamu1arp. One of the things we have been told is that one 
of the methods that is used to undermine the conference and destroy 
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the conference rate structure is to get people in your business to give the 
cargo to a nonconference operator, and the way they induce the cargo 
is by payment of excessive or, at least, higher than normal commis- 
sions or brokerage. If it is so vital, as you maintain, that we protect 
the conference, is this a field in which we ought to consider some limi- 
tation so that this practice, if it does exist at the moment and is de- 

structive of the rate structure, may be one area in which we should do 
something ? 

Mr. Bennert. As a proposition which has not been heretofore sug- 
gested to me, I can only give you a curbstone opinion and I would say 
yes, I think that any brokerage payment of 10 percent, if that is a cor- 
rect statement, is just more compensation than has been found appro- 
priate in this ty pe of work. I have never heard of 10 percent before. 

Mr. Maruiarp. Regardless of the particular figure, as a general 
statement, somebody in your business should be paid a fair amount 
for the services he performs and no more? 

Mr. Brennerr. He should be paid a fair amount, that is right. 

Mr. Mamu1arp. This might be separate legislation and, as you know, 
our committee has gone into this, but I am just interested in your 
opinion as to whether this is a serious practice or whether this is 
just a very unusual thing that does happen occasionally ? 

Mr. Bennett. I thing it happens frequently enough to justify con- 
sideration that the nonconference lines offer the higher brokerage. | 
think that there should be some consideration given to a stabilization 
of brokerage payments. “er what form that should take or what 
limitations should be fixed, I am not prepared at the moment to state, 
but I think it is part of this entire picture of trying to keep our foreign 
trade in the condition in which it is or in fact improve it. What might 
be true in respect of ocean rates may also be true in connection with 
other services, and the picture as a whole is one that I certainly would 
think would be deserving of considerable thought that any compensa- 
tion which would seem to be beyond limits should be under control. 

Mr. Maiiurarp. Another device that was described to us yesterday 
that was employed to undermine the conference rate structure is to 
use this loophole that exists at least in the North Atlantic Conference, 
where the contract arrangement does not apply, where the title passes 
to the purchaser and therefore he may have control over the trans- 
portation. It was suggested that there perhaps have been dummy 
arrangements where shippers will sign the contract but when they 
can get a cut rate they arrange to divest themselves of title in such a 
way that they are in a position to violate the contract by shipping 
on a nonconference line. 

Can you shed any light on that practice? 

Mr. Bennetr. 1 would not know of any particular incident but I 
think the rumors about it have been sufficient to indicate that there 
have been instances where, in order to secure a better rate, that they 
have utilized other names than those signatories to the contract in 
order to be able to ship on a nonconference line. 

I do not know how you are going to be able to control these ship- 
ments where title passes in this country before the goods is delivered 
to the steamer. I do know that the large exporters of this country, 
even where they sell on an f.a.s. basis or on an f.0.b. factory basis, or 
on an f.o.b. New York City basis, have insisted with their buyers 
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that their merchandise be shipped on a conference line boat. It is 
a very debatable question as to just how far the contract can be en- 
forced on these terms where title passes here in the States, but the 
good faith inherent in the agreements between the shippers and the 
carriers has resulted in the main with few exceptions to the use of the 
confer ence lines and the abuse that you have mentioned. 

Mr. Maruiarp. Do people in your particular business get involved 
in this kind of a transaction? Would it be possible for a shipper who 
was a contract signer to use someone in your business to take title if 
they wanted to get a better rate on a nonconference line for a 
particular shipment Q 

Mr. Bennerr. I think it has been done. I think that forwarding 
agents have been used as shippers to avoid the use of the contract 
signatory on the bill of lading. However, the conferences were mak- 
ing some effort to overcome these exceptions, first by requiring that if 
the shipment is made in the name of the forw: arder it should indicate 
the principal for whom he acts, and, secondly, in trying to assure that 
where an exporter sells his goods on terms w here title passes here, that 
a contract may also be obtained from the consignee. 

[t is one of the more difficult questions as to how a conference con- 
tract can be maintained when terms of that character are offered by 
the American merchant. 

Mr. Maruurarp. In your business, is this a normal practice? What 
I am getting at is this: Would a freight forwarder have legitimate 
occasion to act as a principal rather than agent or is his function that 
of an agent ? 

Mr. Bennerr. A foreign freight forwarder should not in any in- 
stance be a principal in the transaction, if you mean by that, which I 
assume you do, that he should have a title at some time in the mer- 
chandise. His capacity should at all times be that of an agent. 

Mr. Marrirarp. So that you would consider this, we will say, an 

unethical practice, if it were engaged in? 

Mr. Bennerr. Yes. The forwarding agents do act here for buyers 
abroad but again they act as reecivers of the merchandise and some- 
times to the extent of making payment for the goods with the moneys 
furnished them by the people abroad merely as a matter of conven- 
ience, but. to take title to merchandise as a principal, not an agent but 
a title as a principle, in my judgment t: akes them out of the category 
of a foreign freight forwarder as far as that transaction is conce rned. 

Mr. Marixtarp. Is there any legal prohibition against a freight for- 
warder also being an exporter or importer ? 

Mr. Bennett. I think not but I think there is certainly a prohibi- 
tion of it just not making sense of being the same thing on the same 
transaction. He may be an exporter in connection with the sale of 
paper cups and he may, on the other hand, be a foreign freight for- 
warder in handling the business of the man who makes w astepaper 
baskets. There is no conflict of interest there, but he certainly 1s not 
a freight forwarder in connection with his paper cups. 

Mr. Mamut1arp. What I am getting at is, 1f there is no legal pro- 
hibition against performing those two functions provided it is not at 
the same time, does not this make it very difficult to police? In other 
words, if you, as a freight forwarder also act in another transaction 
as an exporter or importer, it is going to very difficult to tell whether 
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on any particular shipment you are acting in one capacity or in the 
other. It would be very difficult to enforce the contract if you choose 
to act as a dummy in order to get a better freight rate and go outside 
of the conference. 

Mr. Bennerr. Oh, no. I think, if I understand you correctly, we 
are talking about the paper cups again. If I am an exporter mer- 
chant in handling paper cups, I cannot at one time or another be a 
freight forwarder and at another time be a merchant. I cannot be 
both. As a matter of fact, if I were an exporter I would not give my 
business to a foreign freight forwarder who had anything to do with 
the buying and selling of merchandise. I think the fundamental 
interests are in conflict. 

Mr. Mariut1arp. That is the point I am trying to get at. Is there 
anything in the law to prevent it, though ? 

Mr. Bennett. There is not, but there is very definitely a conflict 
of interest there and, speaking of my own firm, and in doing so I 
know I speak for others, we would not for anyone buy or enter into 
the buying or selling of merchandise. If someone on the other side 
asks us to go out and buy a typewriter of a certain make for them, we 
might pay for something which he has ordered, but to enter into a 
transaction in which we independently would have the right of bar- 
gaining for the purchase price or sales price of merchandise, the an- 
swer is “No,” and I think there is definitely a conflict between the two 
types of business. 

Mr. Maru1arp. So that you would act only as an agent ? 

Mr. Bennett. I would act only as an agent. 

Mr. Maiiur1arp. But this is, at the moment at least, only a question 
of business ethics. The law is not involved. 

Mr. Bennett. I do not think the law is involved, but whether it is 
a question of ethics, my feeling is that anyone who intends to act as 
an independent freight forwarder should be free of any relationship 
with the buying and selling of merchandise in which he himself would 
have a personal interest. 

Mr. Maruurarp. Do you recall, Mr. Bennett, whether the bill that 
was reported out of this committee and passed the House in the last 
Congress had any prohibition ? 

Mr. Bennett. I think not. 

Mr. Matuirarp. It did not? 

Mr. Bennett. I think not. As I recall at the moment, I think it 
had only a prohibition that in any particular transaction he would 
not have any principal interest and, of course, that is fundamental. 

Mr. Marui1arp. I was just trying to refresh my own memory, be- 
cause the testimony yesterday and our conversation now just raised 
this question in my mind as to whether there should not be some kind 
of restriction, because it does occur to me that if the freight for- 
warders could be used to avoid technical violation of a contract by 
a shipper in order to take advantage of a beneficial rate that might 
be offered by an independent line, it would be very difficult, it seems 
to me, to police this if he were permitted on some occasions to act in 
that capacity. 

Mr. Bennett. I think that you have, Mr. Congressman, the right 
thought that there should be some prohibition on the foreign freight 
forwarder acting at any time in connection with merchandise that 
he may have a principal interest in. 
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Mr. Marmutarp. Mr. Cowen, our counsel, reminded me that our 
bill last year used the phrase “beneficial interest.” 

Mr. Bennetr. Even that may not be broad enough. 

Mr. Matrutarp. I do think we should not pursue this any further. 

The CHarrman. In other words, if he had acted as purchasing 
agent for someone abroad he could then not collect a freight for- 
warder’s fee ? 

Mr. Bennett. Oh, no. 

The CHarrman. That was in the bill ? 

Mr. Bennett. Yes, that was in the bill. 

The CuatrmMan. Mr. Downing. 

Mr. Downrna. I have no questions, Mr. Chairman. 

The CHatrman. Mr. Ray. 

Mr. Ray. Mr. Bennett, I am interested in the proceedings that you 
participated in looking toward a reduction in rates. What sort of a 
case did you present? Just take any one of the cases that comes to 
your mind. 

Mr. Bennett. We start with the basic cost of the material factors 
because in making any case you work with the information which is 
given to you by your shipper. We build up the costs to seaboard 
using the most economical means of transportation appropriate for 
the merchandise. Then we produce evidence as to what the competi- 
tive items is being sold for in the foreign market in which our ship- 
per may be interested, taking into consideration as much informa- 
tion as we could get as to the basic cost and the freight cost from that 
other country to the ultimate market; and then, with that comparison, 
ask the conference whether or not an adjustment of freight rate could 
be made which would give us an opportunity to put our goods into 
that market at the competitive price of the other country. 

Mr. Ray. Does that testimony go to the chairman of the conference ? 

Mr. Bennett. It is supplied to the chairman of the conference. 
There is no objection to discussing the same question, I mean the pro- 
cedure is not that you must file with the conference without discus- 
sing it with anybody else. You can discuss it with any member line 
before or after you file your application because they are all in- 
terested in it, but as a matter of routine mechanics, you file it with 
the chairman of the conference. 

Mr. Ray. What evidence is produced on the other side ? 

Mr. Bennett. On the side of the conference? 

Mr. Ray. On the side of the lines that have the rate? 

Mr. Bennett. As a general proposition if they are satisfied, first 
of all, that the facts which have been presented in behalf of the ship- 
pers are a correct statement of facts and there is nothing else that the 
shipper can do except to apply for a freight rate, then they decide 
among themselves whether or not they are in a position to modify that 
freight rate to permit that shipper to merchandise his goods abroad. 

Mr. Ray. There is no record made of what may be the costs to the 
line? 

Mr. Bennett. That I cannot answer because that would be within 
conference discussion. I cannot know whether they make a record of 
it or not. 

Mr. Ray. How many cases would you estimate you had presented 
for reductions in rates, say, in the last year ? 
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Mr. Bennett. I think within this last year, I probably have not 
presented any, but prior to that I probably presented over a period of 
8 to 10 years probably 15 or 18 applications. 

Mr. Ray. Would you have a figure in mind as to the number of 
those that were granted and the number that were rejected ? 

Mr. Bennett. No, I would not, Mr. Congressman. I would say in 
the main that they were, I think, granted, but I am not in position to 
give you those figures. 

Mr. Ray. Did you have many complaints left over from shippers? 
That would be a pretty good test as to whether they had been granted 
or not. 

Mr. Bennetr. No, we have not had that. 

Mr. Ray. Do you regard that as a satisfactory way of making rates? 

Mr. Bennerr. Yes, Mr. Congressman. I do not know of any other 
way that you can adjust the difference other than to sit down and 
discuss it with the man with whom you have to make the adjustment. 

Mr. Ray. Have you had experience with the westbound conference ? 

Mr. Bennerr. That is transatlantic. 

Mr. Ray. Yes. 

Mr. Bennett. Yes, I have. 

Mr. Ray. Has the same practice been followed there / 

Mr. Bennett. Yes, the same practice has been followed there. 

Mr. Ray. The difference in rates that was mentioned yesterday on 
automobiles, for example, comes about as a result of the pressures 
brought by shippers in this country and shippers in foreign countries 
that are bringing goods here. 

Mr. Bennett. I did not hear this testimony yesterday, Mr. Con- 
gressman. I was here only a short time yesterday afternoon. 

Mr. Ray. Let us assume that there is a difference between the 
eastbound rate and the westbound rate. Has the westbound rate been 
brought to its present level by procedures of the same kind you have 
described here, 1f you have knowledge of that ? 

Mr. Bennett. No; I have no knowledge as to how the overall rates 
in the conference have been reached. 

Mr. Ray. You have not had occasion to ask for reductions in rates 
on westbound shipments ? 

Mr. Bennett. No; we have not. 

Mr. Ray. Do you know what the measure of the deferred rebate 
system that is used abroad is? 

Mr. Bennerr. No; 1 donot, Mr. Congressman. 

Mr. Ray. Do you know whether it compares with the 10 percent 
in the conference rate ? 

Mr. Bennett. My impression, but it is wholly an impression, is 
that it is more than 10 percent. I have nothing authoritative on 
which to make any definite statement. 

Mr. Ray. That is all, Mr. Chairman. 

The Cuatrman. Mr. Zelenko. 

Mr. Zetenko. Mr. Bennett, I assume that in your business you are 
free to accept the trade or contact of any particular shipper to go 
out and find space for him ? 

Mr. Bennett. Yes. 

Mr. ZetENKO. What I am interested in is this: You have stated 
and there was certain testimony that in some instances higher service 
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charges are available to people in your business than perhaps during 
the course of dealing with the conference. Nevertheless you have 
presented a very strong statement favoring the conference system. 

Mr. Bennett. Yes, sir. 

Mr. ZetENKO. Where the rate is lower or normal. 

Can you tell me what impelling motive you have to take what I 
would consider a position against your own economic interest? 

Mr. Bennett. In the first place, Mr. Congressman, I do not think 
it is against my economic interest. 

Mr. Zevenko. When I say “yours,” I mean generally why you 
would talk in favor of a normally lower rate than a chance to make 
higher business profits. 

Mr. Bennett. I do not think the chance of making a higher bus- 
iness profit on an exceptional transaction is to your economic advan- 
tage. 

Secondly, I am very firmly of the belief that what is necessary and 
good for the foreign trade of this country as a whole is what is good 
for each component part of that trade, and no single exceptional 
transaction can give you that which you can get from a solidity and 
a stability of operation. 

Mr. ZeLenKo. In other words, if I can use the colloquial, is it fair 
to say, then, that you feel these isolated instances of one-shot killings 
are not good for your particular business or for the foreign trade in 
general ? 

Mr. Bennett. Precisely, sir. 

Mr. Zevtenxo. Is that the reason why you have adopted your 
stand ¢ 

Mr, Bennett. Precisely. 

Mr. ZeLtenKo. Of course, you cannot commit any one of your own 
competitors to your statement, but can you give us an idea whether 
the view that you have expressed personally is one that is generally 
held by people in your industry, if you are able to do so? 

Mr. Bennett. My guess would be that more than 90 percent of 
those who may be considered reputable foreign freight forwarders 
are inclined to favor the conference system. That is my feeling about 
it and my reaction from my associations. 

Mr. Zetenxo. Your service charge is based on a certain percentage. 
Is that percentage a percentage of the value of the shipments? Is 
that what the percentage is? 

Mr. Bennetr. Do you mean what comes from the carrier or from 
the exporter ? 

Mr. ZELENKO. Either way. It is a percent of what? That is what 
I want to know. 

Mr. Bennerv. In the case of the carrier it is the percentage of the 
freight. 

Mr. ZeLenxo. The value of the freight ? 

Mr. Bennett. The freight amount, the amount of freight paid. 

Mr. Zetenko. The cost of the freight ? 

Mr. Bennett. The cost of the freight. 

Mr. Zetenxo. What is it from the shipper ? 

Mr. Bennerr. From the shipper it depends entirely upon the 
nature of the services which are rendered. That varies considerably. 

Mr. ZevenKo. It is not a percentage of the value of the goods? 
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Mr. Bennett. No. 

Mr. ZetenxKo. That is what I was interested in. 

You stated earlier that certain commodities taking the same space 
may be charged higher rates. Now, would that be due perhaps to 
the nature of the cargo-such as questions of safety or higher insur- 
ance rates or dangerous cargo, or is it just generally what the value is? 

Mr. Bennerr. Of course, in making that statement I am walking 
on territory that belongs to the steamship carrier. 

Mr. Zetenxo. I just want to get the basis of your own remark. 

Mr. Bennett. The basis of my thought on it is that the need of 
finding a market for a product is the overriding consideration and, 
within that overriding consideration, the other factors of space, length 
of haul, value of the cargo, its stowage possibilities. Those are the 
things which must come into consideration. But the overriding pur- 
pose is to make it possible to deliver those goods into a foreign market. 

Mr. ZetEenKo. I have one more question. 

Can you briefly give me a factual résumé of what happens in the 
case of no conference, no dual rate, absolutely free competition as far 
as you are concerned with your customers and your ability to get 
space on a ship and what happens to your own shippers for whom 
you are the agent, if you can give that briefly? Can you give me a 
picture ? 

Mr. Bennett. You mean if there were no conference? 

Mr. ZetenKo. No dual rates, no conferences and everything is run- 
ning entirely free. 

Mr. Bennerr. I would probably find that any particular shipper 
might get somewhere around 15 or 20 telephone calls that if he has 
any shipment going at a particular time maybe they can get a parti- 
cularly good rate for him, and then there would be a general scramble 
among the lines to see which one would be willing to slice a little off 
the rate in order to get that particular cargo; that plus the fact of what 
happened during the First World War where forwarders took blocks 
of space and then resold the space to shippers, just confusion, uncer- 
tainty, and you will not know whether you have your client today and 
not have him today. 

Mr. ZeLENKO. Would you say that it disrupted the normal flow of 
commerce ¢ 

Mr. Bennett. I would say definitely that it disrupted the normal 
flow of commerce. That is my theme, actually. 

Mr. ZetenKo. Would it then put your own shippers in competition 
with each other so that they would be obliged perhaps to sell their 
products below their own profitable cost in order to compete with each 
other for space ? 

Mr. Bennett. Yes; it would do that, but it would go further than 
that. It would create a situation abroad where you might get cancel- 
lations because one shipper perhaps shipped at a time not appropriate 
to get a lower rate and the other fellow got it so they would cancel his 
order. 

Mr. Zetenxo. Knowing in advance the dual rate of the conference, 
the shipper could then with reasonable certainty project himself as to 
his own operation whereas if it was a question of beating his com- 
petitor out for cheaper space he might be disrupted and could not pro- 
tect himself. 
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Mr. Bennett. That is right, Mr. Congressman. 

Mr. ZevtenKo. Thank you. 

The CHarrmMan. From your experience, what percentage of prime 
exporters use the dual rate system, sign a dual rate contract ? 

Mr. Bennerr. Again I would say that you would get a better an- 
swer from the conference, but I would say from my experience, more 
than 90 percent of the regular shippers, and you are talking about the 
prime shippers ? 

The Cuarrman. Yes. I would think that you would know because 
you act as agent. 

Mr. Bennett. All of those for whom we act are conference signers. 

The Cuatrman. Then you say it is 90 percent ? 

Mr. Bennett. I would estimate at least 90 percent of the shippers 
sign contracts. 

The Cuatrman. On page 2, you make the statement: 

It is not, in my judgment, a proper charge that the fixation of rates by a con- 
ference approaches monopolistic control. 

Now, if 90 percent signed the contract for the dual rate system of 
shipping, they are bound and they pay a penalty if they do not go 
along with the contract they sign, is that correct ? 

Mr. Bennett. That is a mutual agreement between the shipper and 
the carriers. 

The Cuarrman. If I signed a contract to ship under the dual rate 
system, I am subject to a penalty if I do not fulfill the contract? 

Mr. Bennett. That is right. 

The Cuarrman. With certain exceptions ? 

Mr. Bennett. Yes, sir. 

The Cuatrman. How do you make this statement if 90 percent 
sign? That is pretty close to a monopolistic control by the confer- 
ence, is it not? 

Mr. Bennett. I do not think it is monopolistic control. These ship- 
ers have signed of their own volition. They have signed an arm’s 
ength transaction. They have signed because they find that the 

conditions under which their shipments are handled are to their advan- 
tage. They need not sign these contracts, so that there is not the 
control exercised where they have no other alternative. 

Furthermore, Mr. Congressman, may I point out to you, too, that 
the fundamental of these transactions rests abroad. This is interna- 
tional trade and whether or not the conference is going to get this 
business and whether or not the merchant is going to give it to the 
conference depends upon what happens in South America or in Ger- 
many or in France or some other country. So that there is not that 
squeeze where a man must do business in a certain direction or not 
do business at all. He does it there because, with the aid of the 
conference, he is able to meet the competition of the foreign product 
in the market in which he is interested. 

I think that is a different situation than where you must do busi- 
ness with them. He does it because it is to his advantage and our 
advantage. 

The CHatrman. Those carriers who may prefer this system can 
join the system and it is competitive within the system ? 

Mr. Bennett. Yes, sir. 
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The Cuarrman. There is no restraint of trade within the system ? 

Mr. Bennett. No, sir. 

The Cuarrman. Is that correct? 

Mr. Bennett. Not the way I understand. That is the way I feel 
about it. 

The Cuarrman. The forwarders and brokers are independent with 
respect to whom they secure business from # 

Mr. Bennett. Yes, sir. 

The Cuarrman. Is there any tie-in between the forwarder or broker 
with respect to any individual member of the conference 4 

Mr. Bennett. No, sir. 

The Cuarmman. What would happen if you found in your associa- 
tion of forwarders a tie-in between a conference member and a certain 
forwarding firm ? 

Mr. Bennetr. We would consider him as having lost his independ- 
ent status by reason of the fact that he has adopted a relationship 
which borders on the direct act of a principal carrier. 

The Cuarman. Therefore, you desire Federal licensing of for- 
warders and brokers to control that very practice ? : 

Mr. Bennett. I am in favor of some form of licensing or registration 
which will establish, first of all, who are independent freight for- 
warders. 

The Cuairman. I do not want to get into freight forwarding but 
I do think it has a tieup since you are a witness here. 

Mr. Bennett. Using the term we mentioned before and that is 
devoid of any beneficial interest. 

The Cuatrman. It has been the desire of this committee as a whole 
to shake out the fly-by-night forwarder and the dummy and unethical 
forwarder and to get you in a strong legitimate position. That has 
been my thought about that, but it does tie in with this subject. 

Mr. Bennett. Yes, it does, very closely. 

The Cuarrman,. Mr. Garmatz. 

Mr. Garmatz. Mr. Bennett, do you do all your business with the 
conference line people or do you do any business with nonconference 
lines or foreign ships? 

Mr. Bennett. We have not in recent years, as nearly as I can recall, 
done any business with nonconference lines, but we would do business 
with nonconference lines if a shipper instructed us to utilize the non- 
conference line. I mean the fact that I am in favor of the use of con- 
ferences does not mean that, if a shipper who is not a conference 
signatory wants me to handle his business on a nonconference line, that 
I will not handle his business on a nonconference line. 

I would consider then that I was becoming a little bit unnecessarily 
exclusive. 

Mr. Garmatz. Too independent ? 

Mr. Bennett. I mean that there is no evil in a nonconference line 
as a nonconference line. The nonconference lines are most of them, 
I think, very sound operators. If it were possible for all the lines to 
be free of some conference arrangement and our trade could still be 
handled without confusion, it would be a very nice situation, but I 
think that you cannot do that. I think that you are not in a position 
to protect the merchants in the United States here unless you give him 
a form of stability which will enable him to know where he stands 
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in relation to the man who manufactures in Germany or France or 
England or wherever it may happen to be, and I think you will agree 
with me that when it comes to working out foreign deals with all due 
respect and with the same degree of patriotism that any one of the 
European countries has been far ahead of us in being able to do busi- 
ness in territories in which we are interested by reason of their terms, 
by reason of their methods of handling their shipping, and by a 
general liberality as to payments for merchandise. 

Mr. Garmatz. In the overall picture the conference line does give 
you an advantage ? 

Mr. Bennert. In the overall picture the conference line starts off, 
first of all, giving you a basis upon which you may go ahead. 

Mr. Garmatz. You mentioned that sometimes a nonconference car- 
rier offers you a reduced rate. Would that be a foreign or an American 
carrier ? 

Mr. Bennett. It might be either. 

Mr. Garmatz. That is all, Mr. Chairman. 

The CHamrMANn. Could I sum up your general testimony ! 

Mr. Bennett. I wish you would, Mr. Congressman. 

The CHarrMan. I am not capable but, in my own mind, I gather 
that you argue that conferences promote our foreign commerce. 

Mr. Bennett. Yes, sir. 

The CHarrman. Without conferences foreign nations would have 
an advantage in reaching the markets we desire to reach to the deteri- 
ment of our exporters and manufacturers here in America? 

Mr. Bennetr. I think that states it very much better, Mr. Congress- 
man, than I could hope to state it myself. 

The CHarrman. Would it be that without the conference the 
foreign flag and independent operators could so arrange their sailings 
and schedules to the advantage of foreign manufacturers as against 
American manufacturers / 

Mr. Bennett. I think so. 

The CuairMan. I want to get that clear now. I have been thinking 
of that but I want it from somebody like you who knows a great 
deal about it. You are in a position to know. You heard what I said. 
Would it give the foreign economy, the foreign productive ability a 
greater advantage in the worldwide markets? 

Mr. Bennert. I believe so, sir. 

The Cuamman. How? Would you tell me? 

Mr. Bennett. Because in the foreign countries they, in the first 
place, have adopted the program of establishing rates. There are 
conferences in all of these countries. 

Secondly, they would provide for the delivery of a competitive 
cargo from their own country with better shipping schedules than 
they could arrange when they would arange it from here. 

If I may divert for just a moment, we have gone to a great deal of 
trouble over these last 18 or 20 years to establish a reciprocal trade 
program with the world. It has been found to be successful. We have 
made five or six general GATT agreements wholly with the idea of 
avoiding a trade war with other countries and, in the main, it has 
been successful. 

There have been some escape clauses and so forth, but in the main, 
it has worked out rather well. 
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To make a statement in the form of a question, is not that the same 
thing that we are trying to protect when it comes to shipping by 
having within ourselves a system which is at least equivalent; if we 
cannot sit down at the same table with them on shipping have at least 
a system which will give us the equivalent of putting our goods in 
foreign markets ? 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. Did I understand you correctly to say that the 
foreign conference people are doing a better job than we are in the 
United States? Is that about what it sums up to? By better, do you 
mean cheaper? I am not being critical ? 

Mr. Bennett. No. I said it in this way: that I think it is common 
knowledge that the foreign exporter has, through the aid of his 
Government and through the means of exporting his product abroad, 
made it more attractive for a buyer to do business with them than 
with us. In other words, I think with all due respect that as an 
exporting nation we have had to rely on the dominant position which 
we had in the manufacture of new products but, and I may find some- 
one who will not like this, as a foreign trader I think that we in the 
main have been behind the technique used by the European exporters, 
maybe because they have had to do more exporting. I think they have 
had us at a disadvantage in the foreign markets. I think some of 
those in the South American market would testify to that. 

Mr. Garmatz. You say they do a better job. Do they do a cheaper 
job along with a better job ? 

Mr. Bennett. Yes. 

Mr. Cowen. To follow that up, sir, do you base that on the inability 
of our merchant marine or the conference system to place our exports 
in the foreign markets at a competitive cost as against foreign com- 
petition ? 

Mr. Bennett. I think if you do not have the conference system 
with a cooperation of the merchants that you would find the situation 
would be worse rather than better. 

Mr. Cowen. What I am getting at is: Is our situation with the 
conference system worsening or are we improving in regard to world 
markets ? 

Mr. Bennett. I think so far as the phase of shipping is concerned 
and the question of ocean transportation that the conference system 
is helpful. Does that answer the question ? 

Mr. Cowen. Yes, sir. In other words, our position in world trade 
is not worsening but is better than it has been due to the fact of the 
existence of the conferences ? 

Mr. Bennett. No; I say that is insofar as ocean transportation is 
concerned that I think the conference system gives us a better oppor- 
tunity to meet the foreign competition than if we did not have the 
conference system. I cannot say whether or not our trade has les- 
sened or worsened for any particular reason but I say that the con- 
ference gives us that opportunity to find out as to that element of 
cost whether or not we can do something which will enable a merchant 
to place his goods in competition with the German manufacturer or 
the Italian manufacturer. 

The Cuarrman. Speaking of the conference system, do you mean 
with or without the privilege of dual rates ? 
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Mr. Bennett. I do not think the conference system can exist with- 
out the dual rate or a reasonable substitute. 

The CuatrmMan. So you speak of the privilege of the dual rate in 
the conference system when you speak of the conference system ¢ 

Mr. Bennett. Yes, or a reasonable substitute if one has to make 
one. 

Mr. Cowen. Now, sir, in regard to independent lines whether they 
be regularly schedule lines or just fly-by-night, in-and-out lines, have 
they paid you as a forwarder higher commissions than the conference 
lines pay you, sir? 

Mr. Bennett. Yes. 

Mr. Cowen. Is that a regular thing? 

Mr. Bennett. I would not say it is regular but they have paid it. 
It depends perhaps on a particular trade or it may depend upon a 
particular situation at some one time but they have paid the higher 
brokerage than the conference lines. 

Mr. Cowen. You deal, of course, with the United States Lines? 

Mr. Bennett. Yes. 

Mr. Cowen. And they have paid you as high as 5 percent on the 
brokerage fees? 

Mr. Bennett. Oh, no. 

Mr. Cowen. Have they paid you 214 percent? 

Mr. Bennett. No, they pay one and a quarter. 

Mr. Cowen. I read you from a statement made yesterday by Mr. 
Wierda of the United States Lines: 

Under this arrangement the historical and normal brokerage of 1% percent 
was continued to be paid on cargoes with freight rates up to $19.99 per ton 
weight measure but on cargoes paying from $20 to and including $22.99 per 
ton weight measure a brokerage of 2% percent, and on cargoes of $23 or over 
per ton a brokerage of 5 percent was authorized. 

Mr. Bennett. United States Lines pays that? 

Mr. Cowen. That was the testimony yesterday. 

Mr. Bennett. I would like to look at my records because, according 
to my recollection, we have never collected more than one and a 
quarter percent. 

Mr. Cowen. On page 3 of your statement, you say: 

It is common knowledge that representatives of various trades meet with 
representatives of the conferences to discuss and review a rate structure in 
the light of changing conditions. 

What representatives of what trades have sat down in conference 
with conference officials to set rate structures? 

Mr. Bennett. I know that, for example, the automobile trade has 
met with the conference. I think the cooper trade has and the tobacco 
trade has met with them. 

Mr. Cowen. Do you know of any others? Does the ordinary 
shipper have the opportunity to sit down with conference ratemaking 
bodies to place his case before them, the ordinary shipper, not the 
ones aS you mentioned, cotton, automobiles, or tobacco. 

Mr. Bennett. I think that any of the conferences would welcome 
a shipper of any commodity sitting and discussing with them any 
question of rates. I do not think it is done as a regular meeting as 
some of these groups do, but I do not think there is ever an unwilling- 
ness on the part of the conference to sit down with a shipper. 
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Mr. Cowen. I believe you told Mr. Casey that if any rate was out 
of line that the Federal Maritime Board had a right to disapprove that 
rate. In other words, the rates are sent to the Federal Maritime 
Board. Have you ever known, of your own knowledge, the Federal 
Maritime Board to disapprove a rate of its own volition ? 

Mr. Bennetr. No, I donot. I have no recollection. 

Mr. Cowen. That is all. 

The Cuatrrman. Mr. Drewry. 

Mr. Drewry. I have no questions. 

The CHatrman. Mr. Zincke. 

Mr. Zincke. I have no questions. 

Mr. Jounson. Could I ask one question, Mr. Chairman? 

The CHarrman. Yes. 

Mr. Jounson. At the present time, are foreign freight forwarders 
under supervision of any State agency as to either licensing or 
registration ? 

{r. Bennett. No. 

Mr. Jounson. None whatsoever ? 

Mr. Bennett. No. 

Mr. Jonnson. All right. 

The Cuatrman. If, during the course of these hearings, you have 
any idea with respect to how we might improve the regulation of the 
conference system in addition to your general statement, I would ap- 
preciate your calling it to the attention of the staff. 

Mr. Bennett. I will. 

Thank you very much. 

The Cuatrrman. The next witness is Mr. Stanley R. Thorpe. 


STATEMENT OF STANLEY R. THORPE, FOREIGN TRADE MANAGER, 
EASTMAN KODAK CO. 


The CuHatrman. All right, Mr. Thorpe. Do you have a general 
statement ? 

Mr. Tuorpr. Yes, sir. 

The Cuatrman. You may proceed, sir. 

Mr. Torre. My name is Stanley R. Thorpe, foreign traffic man- 
ager of Eastman Kodak Co., Rochester, N.Y., having been employed 
in that capacity for approximately 20 years with a total experience in 
traffic and transportation of 40 years in the United States and Europe. 

Eastman Kodak Co. is a manufacturer of photographic supplies 
with worldwide foreign operations including both manufacturing 
and distribution facilities, and the purpose of this statement is to ad- 
vise the committee of Kodak’s position as to the necessity for dual 
rates and its opinions on related aspects. 

Kodak is not indifferent to the increasing costs of distribution, but 
the fact that as a contract shipper we enjoy the benefit of the lower 
rate is secondary to the standards of service provided under the con- 
ference system. Photographic supplies are of high value, and some 
of them are perishable and require either refrigeration or special 
stowage conditions. We are convinced that without the regularly 
scheduled and frequent sailings of the conference lines, plus the sta- 
bility of rates that they offer, it would be extremely difficult to ade- 
quately supply our foreign markets. Since it seems obvious, there- 
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fore, that there must be some incentive offered to shippers in exchange 
for their participation in and support of the conference system, we 
feel that the dual-rate method serves this purpose better, perhaps, than 
any alternative. 

As far as the conferences themselves are concerned, however, we 
also feel that certain improvements should be made in their operation. 
Firstly, there is a lack of uniformity in the terms of the various 
freighting agreements. Secondly, there is the refusal on the part of 
many conferences to make tariffs available to shippers, and in this 
regard we feel that shippers are thereby deprived of an opportunity to 
possibly take advantage of lower rates which might properly apply 
under the tariff to their particular products. Thirdly, the handling 
of shipper relations is not what it should be. While none of these are 
major problems, we believe that efforts should be directed toward their 
solution in the interests of a better understanding between the con- 
ferences and shippers in general. 

While the conference system has its faults, we believe that it contrib- 
utes a great deal to the orderly conduct of our foreign business and if 
the success and continuation of the system is dependent upon dual 
rates or a similar device, then we strongly urge the committee to rec- 
ommend legislation specifically permitting the conferences to pub- 
lish both contract and noncontract rates. 

That is the end of the statement. 

The Cuarrman. Do they not furnish the two different rates? 

Mr. Tuorrr. Yes, sir, they do. 

The CHarrman. You say, “permitting the conferences to publish 
both contract and noncontract rates.” I was under the impression 
that their tariff published a rate and then you got 10 percent deduc- 
tion from that rate for signing the agreement. 

Mr. Tuorrr. That is correct. You are billed at the lower rate in 
return for your participation in the agreement but I am thinking, sir, 
in making this statement, of what will happen in 1960 when, as I un- 
derstand it, the temporary extension, let us say, of the dual-rate system 
expres. 

The Cuairman. Of course, we cannot answer that question for you. 
That is what we are trying to fathom now is what can be done or 
should be done and whether or not we are able to do it and that de- 
pends on a lot of other people who have as much voice in the making of 
legislation or passing of laws as does this committee. 

Back up here you point out some examples to substantiate this 
statement: 

Firstly, there is a lack of uniformity in the terms of the various freighting 
agreements. 

Mr. TuHorpe. I am thinking of the variation in the periods of 
notice that are given by conferences in respect to rate increases. I 
am thinking of the variation in the periods of notice required for 
cancellation or termination of those agreements. 

Kodak participates in every conference operating from the United 
States and I can think of two or three specifically which differ in 
the respects that I have mentioned. 

I think it would be very helpful to shippers if there was some 
uniformity in that respect so that you would not have to study each 
agreement to find out exactly what your priveleges are, when you 
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may protest something, how much notice is required to terminate the 
conference contract, and so forth. 

The CuHamman. You mean the difference in rates? 

Mr. Torre. No, sir. I am not thinking of difference in rates. 
I am thinking of differences in the terms of the agreements. 

The CHarrMaANn. That is one objection which you have. You say: 

Secondly, there is the refusal on the part of many conferences to make 
tariffs available to shippers— 

I thought they were available to shippers. 

Mr. THorrr. They are available, sir, I believe in Washington, if 
you care to go there to look at them, but they are not available to 
shippers as a whole. 

ome of the conferences do publish tariffs which shippers may pur- 
chase, and they are very helpful. 

I think that that should be extended to all conferences. I think 
that shippers are put under a considerable handicap. 

The CHatrMan. This matter has been brought up before and we 
were informed, I think, that the various conferences were going to 
send their tariffs around to various Department of Commerce field 
offices so that they would be available to shippers. 

Mr. TuHorrr. I was not aware of that, sir: 

The Cuarrman. I think you havea good idea. 

Mr. Downine. That was the general complaint which we discov- 
ered in the field, too. 

Mr. Torre. The cost of operating an industrial traffic department 
is heavy and one of the means of recovering some of those costs is in 
obtaining refunds or adjusted freight charges. 

The CHarrmMan. Where is your general office ? 

Mr. TuHorre. In Rochester, N.Y. 

The CHatrman. The tariffs would be available to you handily 
where? 

Mr. THorre. They would have to be in Rochester, N.Y. 

The CHarrmMan. At what place? 

Mr. Torres. At Eastman Kodak Co.’s office. 

The CHarrman. You mean that they should send a copy of the 
tariff to every shipper ? 

Mr. Tuorree. What I am saying, sir, is that the conferences should 
make those tariffs available to shippers as a standard practice at a 
certain price. 

The Cuarrman. At a price? 

Mr. Tuorpe. I am perfectly willing to pay for them and would be 
happy to. 

The Cuarrman. I think that is a fair request. 

Are there any questions ? 

Mr. Downtne. I have a question. 

The Cuarrman. Mr. Downing. 

Mr. Downtne. Mr. Thorpe, does Kodak have a manufacturing out- 
let in Japan ? 

Mr. Tuorpr. No, sir. 

Mr. Downtna. Do they have in Germany ? 

Mr. THorpe. Yes, sir. 

Mr. Down1ne. Do you export from Germany to the United States? 

Mr. Tuorrr. We import certain types of cameras that are made in 
our German factory which is a wholly owned subsidiary, and those 
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cameras are imported into the United States to compete with other 
cameras of foreign manufacture. 

Mr. Down1na. What difference do you find in the rates on the 
westbound conference as opposed to the eastbound conference ? 

Mr. Tuorre. I think that in general they are somewhat lower. The 
level, I think, is somewhat lower westbound than it is eastbound. I 
should explain that this particular traffic that you refer to, cameras 
from Germany, are shipped by air, not by water, so that the ocean 
freight rate is not of any particular consequence, but I think that gen- 
erally speaking, the level is lower westbound. 

Mr. Downtina. That is all I have, Mr. Chairman. 

The Cuarrman. Mr. Mailliard. 

Mr. Mauu1arp. Mr. Thorpe, I was going to follow up the chairman’s 
question and ask you to elaborate a little on points 1and 2. You made 
a third point: “the handling of shipper relations is not what it should 
be.” That standing without any examples of what you mean does not 
have very much meaning to the committee. 

Mr. Torre. I think that the conferences in general should not be 
given any medals for the salesmanship in promoting their system. I 
think that there is an unfortunate lack of communication between the 
conferences and shippers. Apart from notice of freight changes which 
shipper are entitled to receive when they have signed an agreement, 
apart from those rate notices, there is no communication of any sort 
unless it is sought by the shipper. 

I think there should be a much closer relationship. 

Mr. Matuurarp. In other words, you think the conferences should 
have a customer relations program, but you would not suggest, would 
you, that that is a subject for legislation ? 

Mr. Tuorpe. No, sir, I would not. 

Mr. Downtne. Where you said that in this general field the han- 
dling of relationships is not what it should be, that is just an obser- 
vation. You do not expect that this committee should do anything 
about that ? 

Mr. Tuorrr. No, sir. It is just an observation. I think that system 
would function much more efficiently if there was a closer relationship 
between the conferences and the shippers. 

Mr. Downtne. That is all, Mr. Chairman. 

The CuarrMan. Do not the individual lines have solicitors to call 
on large foreign shippers like you and others ? 

Mr. Tuorre. Yes, sir. 

The Cramman. Is that not an opportunity for you to get a rela- 
tionship with the individual member of the conference? 

Mr. Tuorrr. With the individual member, yes, sir. 

The CuairMANn. Well, the individual members as a group make up 
the conference. 

Mr. THorre. Yes, sir, but they have collective matters. 

The CHarrmMan. Have you complained of this to the representative 
of the individual line who comes to see you ? 

Mr. Tuorre. Not formally ; no, sir. 

The CuatrMan, I think you should. 

Mr. Casey ? 

Mr. Casey. Mr. Thorpe, has your company always been a signatory 

toaconference? In other words, have you ever shipped independent ? 
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Mr. Tuorre. No, sir. 

Mr. Casey. You never have? 

Mr. Tuorpe. No, sir. 

Mr. Casry. As traffic manager, do you know that the conference 
lines have one rate for a nonsignatory and that as a signatory you 
enjoy a 10 percent reduction ? 

Mr. Tuorper. I think that figure, sir, is a little flexible. 

Mr. Casey. It is something in that neighborhood of about 10 per- 
cent. 

Mr. Tuorre. Yes, sir. 

Mr. Casey. And an independent line operating on the same trade 
lane, the testimony shows, usually sets their rate 10 percent below the 
contract rate, so that anyone w ho is just starting out to engage in 
shipping his products has three different rates he can consider. Your 
company being a large shipper and needing regular service and being 
faced with the problem of either being a signatory to a contract and 
giving your trade exclusively or taking advantage ‘of the lower rate if 
you could depend on independent lines, you prefer to sign a contract 
on that medium level, so to speak, for the regular service; is that 
right ? 

Mr. Tuorrr. The service sir, is of great importance to us because 
of the character of our business. Speed is paramount in our foreign 
operations, transit time, and so forth, and those conditions are all sup- 
plied by the conference lines and we consider them to be more im- 
portant, as I said in the statement, than some small economy in trans 
portation costs. 

Mr. Casry. Have you ever gone over the problem of which is the 
realistic rate, the signatory contract rate or the regular conference 
line rate or the independent rate? 

Mr. Tuorrr. I can only speak, sir, in regard to photographic goods. 

Mr. Casey. Yes, sir. 

Mr. Tuorpe. I doubt that our foreign business would be affected 
in any way whichever of these three rates we choose to use. 

Mr. Casry. You say you doubt if it would be affected ? 

Mr. Tuorre. Yes, sir. 

Mr. Casey. Then going back to my question, have you ever con- 
sidered which is the real true rate, whether you are really getting a 
reduction or whether you would be penalized if you did not s sign the 
contract or whether you are getting a real reduction by signing the 
contract ? 

Mr. Tuorer. The formula for arriving at an ocean freight rate 
has always my stified me somewhat. I have often had the impression 
that a freight rate is considered reasonable only if traffic will move 
under that rate. 

Mr. Casey. Of course, you are in a peculiar position where it would | 
not make much difference which of these three rates you had. As I 
understand it, you say it would not affect your foreign trade. 

Mr. Tuorre. It would not affect it materially; no, sir. 

Mr. Casry. But the thing that the committee is concerned about is 
that when you have a trade lane where practically all of the lines ex- 
cept maybe one or two are conference members, the only way that a 
large shipper such as yourself can get the services is to use con- 
ference lines. In other words, to get your regularity of sailings and 
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your refrigerated ships when you need them and the special services 
that you need, you must be a signatory to a contract. 

Mr. TuHorre. Yes, sir. 

Mr. Casrey. Then we have that word “monopoly” rearing its 
head; do they have a monopoly to the extent that they have prac- 
tically all of the lines which have the type of ships and the most 
regular sailings belonging to the conference to the extent that they 
have you in their hold, so to speak, so that you are compelled to deal 
with them ? 

Mr. Tuorrr. I suppose that the character of a particular business 
is suited to its own requirements by the facilities that are available. 
In our particular case, as I said, the conference lines in the aggregate 
provide us with the service which we need and at rates which we 
consider are reasonable. 

Mr. Casey. Let me ask you one question at that point. Do you 
have a preference as to a particular carrier in a particular conference 
that you are a signatory to? 

Mr. Tuorer. All things being equal, sir, you mean as far as facil- 
ities and transit time, and so forth ? 

Mr. Casry. In other words, you have a conference system with 
25 carriers in it? 

Mr. Tuorre. Yes. 

Mr. Casry. Do you have a preference as to one of those particular 
25 carriers that you like to use or that you use? 

Mr. Tuorpe. Only if that one carrier has some advantage over the 
others as far as service is concerned. 

Mr. Casey. I mean, actually, do you have a preference? 

Mr. Tuorrer. Under certain circumst: ances, yes, sir. 

Mr. Casey. All right. If that carrier were not a member of that 
conference, that service would still be available to you, would it not? 

Mr. TuHorpr. It would be but I cannot conceive of a carrier pro- 
viding the service that we need, not being a member of a conference. 
I think it is a hypothetical question. 

Mr. Casey. If the Board, for some reason or other, dissolved that 
conference, that shipping line would still be in business and soliciting 
your business, would it not ? 

Mr. Torre. That is correct. 

Mr. Casey. It would still have the type of ships that you like and 
would have the incentive to get your business, to try to continue to 
give you the same service that it has given you in the past, would it 
not ? 

Mr. Tuorrr. Yes; that is correct. Whether the conference existed 
or not, that would be true, yes, sir. 

Mr. Casry. Now » then, we get to this point about the rates again. 
Since he is no longer in a conference where they set the rates if 
someone comes along and says, “We will outfit our ships and give 
you the same type of service at a lower rate”; then you would have 
your rate war, would you not ? 

Mr. THorre. Presumably, yes, sir. 

Mr. Casey. Then we get back to my original question, is there 
anyway for us to determine what is a realistic rate then, so that we 
know whether you are getting a compensation in return for your 
signing an exclusive contract, whether it is their noncontract rate 
that is a realistic rate or whether the contract rate is a realistic rate 
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or whether the independent rate is a realistic rate. I wonder if you 
can help us on that ? 

Mr. Torre. Sir, a realistic rate to me would be one that would 
allow us to compete in foreign markets at a reasonable profit margin. 
That, I think, is about the only standard that I can apply to it. 

Mr. Cassy. Do you thing that any governmental agency should 
have the right to set rates ? 

Mr. Tuorre. No, sir. I would not go that far. I do think that 
there should be some higher authority than the conferences them- 
selves in determining the reasonableness of a rate. 

Mr. Casey. You think there should be maybe a appellate review 
board or something of that nature to review them ? 

Mr. Torre. Yes, sir. 

Mr. Casey. All right. After they rev lew a rate and say, “We 
think they are charging an unreasonable rate,” do you think that that 
appellate board or whatever it might be should have the authority 
to cut down that rate and say, “This will be the rate.” ? 

Mr. Tuorre. No, sir. I would not go that far. 

Mr. Casey. What authority should it have other than hearing the 
evidence and expressing an opinion? 

Mr. TxHorre. On questions of differences of rates, I do not think 
that the conferences themselves should be the final authority. I do 
not know precisely what form of higher authority should exist but 
I think that, where a shipper protests a freight rate as I have done 
several times, that if the conference makes a decision that is unfavor- 
able to the shipper, he should have recourse to some board of review 
or something of that nature. 

Mr. Casey. Then what power should that board have with refer- 
ence to that? That is my next question. The Maritime Board has 
a right to say, “We will dissolve the conference if you are under that 
broad term that you are in restraint of trade or detrimental to our 
foreign trade.” Do you think that that power is sufficient under these 
conditions or do you think that there ought to be a little more power? 

Mr. Tuorre. I do not think there should be more power. I am 
comparing this in some measure to the position of industry in regard 
to differences in domestic rates where final decision is made by the In- 
terstate Commerce Commission, or Public Service Commission, in 
the case of interstate rates. 

Mr. Casry. The Interstate Commerce Commission can set the rates, 
can they not? 

Mr. Tuorpr. Yes, sir. 

Mr. Casey. But you do not believe they ought to on water trans- 
portation on foreign commerce ? 

Mr. Txorpr. I do not think they should set them. I do think they 
should review. I think there should be some forum, some court of 
appeal if you want to call it that, something to which the shipper can 
go when he does not in his opinion obtain ‘favorable treatment from 
a conference. 

Mr. Casey. But you have no opinion right now as to just what au- 
thority that Board should have? 

Mr. Tuorrr. No, sir. 

Mr. Casey. If you get any ideas, we would appreciate having them. 

Mr. TuHorrr. Thank you, sir. 
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Mr. Casey. I have one last thing, Mr. Chairman. 

You made reference to the variation in the contracts of the different 
conferences to which your company is a signatory. 

Mr. Tuorpe. Yes, sir. 

Mr. Casey. Do you believe that it would be possible to build up a 
standard contract for all conferences with possibly maybe some riders 
or clauses taking care of particular problems in a particular trade? 
In other words, do you think that there should be a standard contract 
with reference to cancellation notices, time of rate changes, and the 
type of notice to be given, and so forth, as a standard provision ? 

Mr. Tnorre. Yes, sir, purely as a matter of convenience. There 
may be good reasons in particular trades why it is necessary for those 
variations to exist. I do not know, but I do say that it would be a 
matter of great convenience. 

Mr. Casey. You think it could be done? 

Mr. Tuorreg. I think it should be investigated and some attempts 
made to arrive at that, yes, sir. 

Mr. Casey. Thank you. 

That is all, Mr. Chairman. 

The CuamrmMaN. You are in a worldwide business, You are a 
signatory of all conferences? 

Mr. Tuorpr. Of all U.S. conferences, yes, sir; that is, that is 
domiciled basically in the United States. 

The Cuarrman. Have you ever had difficulty in securing space that 
was necessary for your shipments? 

Mr. Trrorrr. Under normal conditions, no, sir. 

The CHatrman. So that you have no complaint about inability to 
secure space under your contracts? 

Mr. Tuorre. No, sir. 

The CuHarrman. Thank you very much, sir. 

Mr. Tuorrr. Thank you. 

Mr. Garmatz. You made some statements here somewhat critical 
of the conferences even though I think it is constructive criticism. Mr. 
Bennett stated that the foreign countries have certain advantages. 
Do you think that action following along some of the statements you 
have made here along with some others might cut down some of the 
advantages that the foreign countries have over us? Do I make my- 
self clear ? 

Mr. Torres. Yes, sir. 

Mr. Garmatz. Do you think that these are some of the things that 
they do that we do not do that put them in a better position ? 

Mr. Tuorre. I can only speak for the business in which I am en- 
gaged. I do not think that those differences in east and westbound 
rates would have any effect on the photographic business. 

Mr. Garmatz. There are certain things that the conference people 
are not doing to help themselves in their own business that the other 
countries are doing. Does that give them an advantage over us? 

Mr. Tuorre. I am sorry. I am not in a position to answer that 
question. 

The CHarrman. Mr. Shelley. Is Mr. Shelley present? 

Mr. CatpErone. He is not present. 

Mr. Arnholz? 











456 STEAMSHIP CONFERENCE STUDY 


STATEMENT OF THOMAS A. ARNHOLZ, PRESIDENT, CHEMOLEUM 
CORP., NEW YORK, N.Y. 


The CuarrMan. You may proceed, sir. 

Mr. Arnuoiz. My name is Thomas A. Arnholz. I am president 
of Chemoleum Corp., 15 Moore Street, New York 4, N.Y., and I 
reside at 393 West End Avenue, New York City. 

Chemoleum Corp., is a medium-sized export company, largely spe- 
cialized in handling heavy industrial chemicals and fertilizers for 
shipment to Latin America. 

We are volume shippers, and we move an average of roughly 75,000 
to 100,000 tons of cargo annually. 

We feel that we have a vital stake in the present considerations by 
Congress bearing on the exclusive patronage conference system. 
Freight rates have an essential bearing on our business. Unreason- 
ably high rates tend to place our business in jeopardy; the very ex- 
istence of our business is predicated on reasonable freight rates being 
available to us. Our dealings with conferences in general, and the 
River Plate and Brazil Conferences in particular, have not encour- 
aged the belief that they will be. 

While we feel that the interests of shippers and conferences ought 
to coincide, it has been our experience that this coincidence in in- 
terests is not generally recognized by the conferences. Rates are 
established without reference to overall competitive conditions and 
without due consultation with shippers. This policy has often had 
extremely unfavorable repercussions on our business. Let us cite two 
specific examples: 

1. Up to 1954 we were moving substantial tonnages of potassium 
muriate, a fertilizer, to Brazil in the face of keen European competi- 
tion. Coinciding with a decrease in European prices on potash, the 
River Plate and Brazil Conferences in 1955 increased their rates on 
this fertilizer by several dollars per ton. Overnight, our potash ex- 
port business to Brazil ceased, and the business went to Europe, not 
75 percent, not 90 percent, but, so far as I know, 100 percent. 

There was no warrant on the part of the conference to increase 
rates in a manner calculated to destroy a specific segment of Ameri- 
can trade, particularly as the conference had been placed on notice 
by the shippers as to the effect the rate increase would have on future 
business. Whether their action was determined partially by the fact 
that this particular conference is controlled by European lines with a 
stake in shipments from Europe to South America, we have no way 
of knowing. 

2. Similarly, we have moved substantial tonnages of caustic soda, 
a standard industrial chemical, to Brazil. In 1957, the conference 
arbitrarily increased this rate by $3 per ton. By dint of this increase, 
American trade on caustic soda was substantially reduced. Naturally, 
the prime beneficiaries of this move by the conference were the 
Europeans. 

To the best of our belief, these are by no means isolated incidents. 
They are symptomatic of conference policy which, to a sometimes 
frightening extent, has ignored the best interests of American ship- 
pers, and has been evidently and chiefly concerned with charging what- 
ever the traffic will bear. 








ee 


STEAMSHIP CONFERENCE STUDY 457 


Here I should like to interpolate that obviously I am not opposed 

to rate increases as such. Steamship lines are entitled to making a 
profit, a as any other business, and cost increases will necessarily be 2 re- 
flected in higher 1 ‘ates. However, if the lines claim specific exemption 
from antitrust law, and pretend to operate much the same way as a 
public utility, it stands to reason that rate increases must be decided 
pee in a judicial and nondiscriminatory way. If the obvious and 
foretold result of such increase is to make totally impossible the main- 
tenance of exports of a specific commodity from this country to an 
area serviced by a given conference, such increase should be held in 
abeyance. Increases should be selective, and careful consideration 
should be given to the effect of such increases. Conferences have gen- 
erally failed to do this. Furthermore, there is little if any substance 
to the contention that overall cost increases require an across-the- 
board increase in rates. When you operate a ship, you cannot parcel 
out costs against each individual item carried. You are chiefly con- 
cerned w ith total revenue versus total costs. It is commonsense that 
a carrier will be better off handling a given commodity at a low rate 
than not carrying it at all, provided, of course, that the rate ch: arged 
exceeds the cost of stev edor' ing and incident als such as dunnage, and 
so forth. This is particularly true when an overtonnage situation per- 
sists, as it does now. 

We know of very few instances where Latin American conferences 
agreed to reduce rates voluntarily at shippers’ requests unless they 
felt compelled to do so to meet independent competition. If shippers 
cannot secure reasonable cooperation from conference lines to assist 
them in meeting foreign competition, but must rely on indpendents to 
unfreeze the rate structure, we contend that the conference system in- 
herently restricts U.S. foreign trade. Hence, any legislation that curbs 
independents and encourages arbitrary rate setting on the part of con- 
ference lines will reflect unfavorably on U.S. export business. 

The argument has been advanced that the conference system tends 
to prevent detrimental rate wars. I believe that rate wars have taken 
place rarely when there was a reasonable balance between supply of 
ships and supply of cargo. Furthermore, it is our contention that the 
dual rate system, by its very nature, is apt to set off a vicious cycle 
which the lines have chosen to call rate wars and which they have 
attributed solely to the operations of the independents. We must rec- 
ognize that there may be many reasons why a shipper will give pref- 
erence to a specific carrier, independent or other wise; a more con- 
venient sailing date, or any number of reasons that, in a free economy, 
results in one firm favoring another with its business. The existence 
of the dual rate system prevents these common considerations from be- 
coming operative as the shipper fears retaliation from the conference 
under this system. Hence, the independents have no option but to offer 
shippers a more powerful inducement, namely, a lower freight rate. 
If the conference elects to fight this competition by reducing rates 
to the independent level, the independent operator in its turn may 
again reduce rates to maintain the only practical inducement that 
the dual rate system permits him to offer. 

It is this chain of events which brings about rate wars—thus largely 
precipitated by oversupply and the dual-rate system. If the dual- 
rate system were not operative, and shippers were in effect free to ship 
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in accordance with their best convenience and preference, independ- 
ent competition need not lead to unnecessarily low rates, and rate wars. 

This is perhaps a good opportunity to stress one salient point in this 
controversy. 

The advocates of the conference system tend to convey the impres- 
sion that the main issue is stable rates versus unstable rates and result- 
ing rate wars. The truth of the matter is that what spells out stability 
to the lines does not necessarily represent stability to shippers. A 
stable rate may well mean a rate at which export business from this 
country ceases to be possible. It is instructive to look at a tariff and 
note the array of high rates which have become meaningless because 
no cargo moves on this basis. It is impossible to divorce the interests 
of the shipping industry from the overall interests of American for- 
eign trade. One cannot function without the other. Independent 
competition may indeed in some instances be bad for the shippin 
industry geared to operate under the protective umbrella of the dua 
rate system; but this competition is vital for American exporters who, 
without it, would stand in danger of losing traditional business in 
traditional markets as has already happened in many instances in the 

ast. 

The American Steamship Committee on Conference Studies has 
stressed many advantages that accrue to shippers under the dual-rate 
conference system. If these advantages were real and substantial, 
they would be readily appreciated by exporters who would then con- 
sistently support the ccabaaee system. Surely there would then be 
no need for the conference lines to be apprehensive about isolated in- 
dependent competition. The point is that these advantages are largely 
illusionary, and exporters are obliged to support independent oper- 
ators to insure competitive rates on an overall basis. 

We also challenge the contention of conference lines that stability 
of rates is inherently guaranteed for long periods of time under the 
dual-rate system, and that the interests of small and large shippers 
alike are equally protected. Through such devices as opening specific 
rates for limited periods of time, the larger shipper can often nego- 
tiate a lower rate than the small shipper and, as there is little if any 
prior consultation between shippers and the conference, the former are 
severely hampered by not knowing for how long the lower open rate 
will be maintained. 

We contend that, if the dual-rate conference system has worked in 
the past, it is not because of the system itself, but largely because the 
courts have refused to uphold it, thus depriving the conferences of 
powers of enforcement, and because independent competition has 
acted as a curb on conference rates. 

Legislation that will largely eliminate independent competition 
will certainly prove the prejudicial effects of the dual-rate system on 
American export business—but only after a good deal of ground will 
have been lost to competition from abroad. If this is to be prevented, 
it would be necessary to substitute another check for that now exercised 
by independent competition. Such a check might be constituted by 
greatly increased supervisory and regulatory powers to be vested in 
the Federal Maritime Board which, in consultation perhaps with ad- 
visory committees formed by interested exporters, would have a very 
clearly defined role in approving or disallowing rate increases. How- 








STEAMSHIP CONFERENCE STUDY 459 


ever, it would seem far more in line with our basic concepts of free 
enterprise to let the shipping industry find its own solution rather 
than privilege it in. a special way and make it subject to strict Gov ern- 
ment control, Yet, unless either stringent Government control or in- 
dependent competition exists, the dual-rate conference system must 
inevitably result in irrepa ‘able harm to the U.S. exporter. 

In all these considerations, the importance of the exporter’s role 
cannot be minimized. After all, it is he who provides lines with cargo; 
without him there is no export business, and hence no shipping busi- 
ness. If there is to be legislation to protect the interests of an in- 
dustry that cannot operate successfully in a free market, such legis- 
Jation might well detract from the exporters’ ability to maintain, in 
foreign markets, the kind of competitive position that they have 
created with the help of independent shipping lines. 

It seems logical and equitable to suggest that, if the exporters’ 
ability to compete is curtailed by legislation assisting the shipping 
industry, provisions should be made to subsidize exporters thereby 
affected. I do not believe that this is by any means a desirable alter- 
native. Yet by moving away from our basic principles of free enter- 
prise we help open the door to continuing requests for exemption and 
Government assistance that will undermine the structure as a whole. 

To conclude our argument, we should like to cite a specific case 
which indicates the extent to which an exporter’s business can be 
placed in jeopardy if the dual-rate conference system were legalized 
on a permanent basis. The record will show that conference rates 
from this country to Latin American ports are substantially higher 
than conference rates from Europe to the same ports. 

Since we are concerned, and vitally concerned, with competition 
from Europe, it follows that reliance on conference rates very often 
is tantamount to abandoning export business to the sole benefit of 
KE uropean suppliers. 

In self-defense, our company has been obliged to engage in relatively 
large-scale charter operations to South America. We have also car- 
ried cargo for other exporters to reduce our own transportation costs, 
and, in this way, we have acted as independent ship operators on a 
very limited scale. We emphasize that, without having initiated 
these charter operations, we would have been unable to maintain the 
flow of American merchandise to traditional export markets in Latin 
America. 

In this connection, it is significant to review the reaction of the 
conference to such chartering y action as our company was obliged to 
take to protect our stake in the export business. The River Plate 
and Brazil Conference have written us, stating that we have been 
in violation of our contract with the conference and they go on to 
state: 


This is to advise you that in view of the above circumstances you are liable 
to the conference lines for dead freight in the amount of $96,523.17 for the 
shipments made on the S.S. Frumenton and the 8.8. Huallaga in violation of 
your contract with conference. 

Until these dead freight charges are paid to the conference, you have no 
further right to contract rates and all shipments made or controlled directly or 
indirectly, by you, your agents, subsidiary, associated or parent companies car- 
ried by member lines of the conference will be carried at regular tariff (non- 
contract) rates until such time as you have paid the dead freight due and 
owing. 
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We believe that these circumstances clearly indicate the ruinous 
consequences in store for exporters in this country if the exclusive 
patronage and dual rate conference system were to be permanently 
legalized. Our position is that, without chartering, we cannot main- 
tain lawful export business from this country to Brazil. Based on 
the provisions of the dual rate system, the conference desires to de- 
prive us of the possibility of so maintaining our export business, 

It may be pointed out that one of the peculiar features of the dual 
rate system is that it actually works to the detriment of the lines 
themselves, certainly of the American lines. If Congress legalizes 
the dual rate system, in a case such as the one indicated above, a firm 
such as ours would have no option but to resign from the conference 
in order to be able to continue to route our shipments on chartered 
vessels. 

In the past, we have moved about 60 percent of our tonnage on 
chartered vessels, the balance going on conference vessels. If we were 
obliged to resign from the conference, it stands to reason that we 
would be forced to seek ways and means of routing an even greater 
percentage of our shipments on chartered vessels. The net result of 
such action would, of course, be a loss in freight and revenue to the 
conference lines themselves. 

In conclusion, it is our contention that the dual rate conference sys- 
tem, apart from the damage it causes to conference lines themselves, 
deprives the American exporter of the weapons needed to maintain 
his position in markets where competition from Europe is becoming 
fiercer from year to year. 

By its very nature, export business—particularly in bulk commodi- 
ties—is an excellent example of the working of the free enterprise sys- 
tem. It requires in large measure flexibility, ingenuity, improvisa- 
tion, and alertness. Conditions are subject to constant shifts in 
emphasis because of foreign competition. The exporter must be 
constantly responsive to these changes. As the dual rate system is the 
antithesis of our free enterprise system, the former has become vir- 
tually incompatible with the interest of American export trade. 

The CuamMan. Mr. Ray. 

Mr. Ray. Mr. Chairman. 

This is quite a statement to digest in a few moments. I am sure I 
have not done so. 

Can you give me some illustrations? At the bottom of page 1, you 
say: 

Rates are established without reference to overall competitive conditions and 
and without due consultation with shippers. 

Have you some specific cases in mind ? 

Mr. Arnnouz. Well, in the first place, I do not think of one instance 
where we were consulted on a rate increase. As a shipper, we obvi- 
ously have a vital interest in rate increases but we have never been 
consulted. 

Mr. Ray. Did you say you did think or cannot think of where you 
were consulted ? 

Mr. Arnuorz. I cannot think; that is right. 

Mr. Ray. You say on page 3: 


Increases should be selective, and careful consideration should be given to the 
effect of such increases. Conferences have generally failed to do this. 
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Can you give me an example ? 

Mr. Arnuotz. Yes; I believe I do on page 2. When rates were gen- 
erally increased to Brazil in, I believe it was, 1955, potash, which hap- 
pens to be a very important fertilizer going down to Brazil, was in- 
creased likewise. The conference knew that the effect of the increase 
would be to make it totally impossible for American exporters to con- 
tinue doing business on potash. Yet the increase was put into effect. 

Mr. Ray. Your conclusion is a matter of reasoning from that case, 
then? 

Mr. ArnHouz. Right. There have been other similar cases that we 
have been involved in where rates were increased or for that matter 
maintained at a certain level where we applied to the conference for 
reduction and we were turned down and business ceased for all prac- 
tical intents and purposes. 

Mr. Ray. I do not think I have further questions, Mr. Chairman. 

The Cuarrman. Do you have factories? 

Mr. Arnuoiz. We represent manufacturers. 

The Cuarmman. You are brokers? 

Mr. Arnuotz. Yes, sir. 

The CuarrMan. You ship into what ports? 

Mr. ArnHouz. We ship mainly from southern ports to Brazil and 
the west coast of South America. 

The CuatrrmMan. What ports? 

Mr. Arnuouz. Santos, Recife. 

The Cuarrman. I mean what ports in America? 

Mr. Arnuouz. Norfolk, Houston, and Tampa. 

The Cuamman. And it was entirely the waterborne freight rate? 

Mr. Arnuowz. That is right. 

The Cuarman. Mr. Garmatz. 

Mr. Garmatz. On page 2, you say: “In 1957, the conference arbi- 
trarily increased this rate by $3 per ton,” speaking of caustic soda, and 
that affected your trade. Why do you say “arbitrarily” ? 

Mr. Arnuotz. You see, my contention is that the conference should, 
before they put an increase in effect, consult very closely with the 
shippers who are moving substantial quantities of these items to a 
given area and see what the effect of this increase would be on the 
future business. The effect of this particular increase of $3 per ton 
was to substantially reduce the business that we were doing. 

Mr. Garmatz. Why do you say “arbitrarily”? 

Mr. Arnuoiz. By “arbitrarily,” I mean that they should consult 
with the shippers. 

Mr. Garmatz. On page 3, you say: 

If shippers cannot secure reasonable cooperation from conference lines to 
assist them in meeting foreign competition, but must rely on independents— 
would that be an indication of the lack of cooperation that you had in 
mind ? 

Mr. Arnuoxz. It so happens that there is no independent service to 
Brazil, but that would be true to other areas. 

Mr. Garmatz. This instance of the $3 arbitrary increase would be 
an instance of that lack of cooperation of which you speak ? 

Mr. Arnuotz. I can cite another example of an area where our par- 
ticipation is on a rather limited scale but it illustrates my point, I 
believe. That is to South Africa. The rate on fertilizers in general 
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was kept to a very high level, and what I mean, of course, by a high 
level is that there was no business possible at this rate. The figures 
indicate that, for instance, on potassium muriate in 1956 there were 
no movements at all from this country to South Africa. In 1957 
there was no movement at all. I believe it was either very late in 1957 
or in 1958 that an independent line started a service to South Africa. 
In 1958, 17,635 tons of potash were moved to South Africa. That is 
the kind of situation I had reference to. 

Mr. Garmatz. On page 7, in your second paragraph, you say: 

The record will show that conference rates from this country to Latin Ameri- 
can ports are substantially higher than conference rates from Europe to the 
same ports. 

Would it be because of the wage difference for the shipping people 
and working conditions in general that they could afford to give a 
cheaper rate? Would there be some differential ? 

Mr. Arnuoiz. They probably can. I think it takes considerably 
less to operate a foreign-flag vessel than it does to operate an Ameri- 
can-flag vessel. I do not know to what extent the subsidy that Ameri- 
can lines get through the U.S. Government will offset that disadvan- 
tage, but the point, of course, is that, as I bring out on page 3, if you 
operate a vessel you have a certain total cost and, if you sail 75 per- 
cent full and 25 percent empty, say, it stands to reason that you would 
be better off to take a cargo at the lower rate provided that it covers 
your obvious expenses which can be attributed to that particular item 
such as loading and unloading and dunnage and separation and what 
have you, so that, my contention is if the European lines have a defini- 
tive advantage in terms of lower wages, it would still be desirable from 
the point of view of the American lines to take cargo rather than sail 
the vessels half empty or 25 percent empty or whatever the case may 
be. 

Mr. Ray. Would the gentleman yield ? 

Mr. Garmartz. Yes. 

Mr. Ray. This rate from New York applies to foreign lines as well 
as to American lines, does it not ? 

Mr. ArnHoiz. You mean the conference rate ? 

Mr. Ray. Yes. 

Mr. Arnnouz. Yes, it would. 

Mr. Ray. So that they have the same problem that the European 
lines have as to costs ? 

Mr. Arnuouz. Exactly; with the possible exception that by loading 
ina U.S. port their stevedoring costs would be higher than they would 
be at a European port. 

Mr. Ray. Thank you. 

Thank you, Mr. Garmatz. 

Mr. Garmatz. That is all. 

The CHarrman. In the cases you cite here, did you make any appeal 
to the Maritime Board ? 

Mr. Arnuoiz. We were involved indirectly. We represent several 
southern manufacturers of fertilizers and back in 1955 or 1956, when 
the freight rates on fertilizers specifically were increased to South 
America, our principals went to Washington and discussed the matter 
with the Federal Maritime Board, but nothing ever came out of it. 

The CHarrman. Was it a verbal or written presentation ? 
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Mr. Arnuowz. I would not remember. 

The Cuarrman. Who are the principals? 

Mr. Arnuouz. Smith Douglass Co. in Norfolk, Va., and Ashcraft 
Wilkinson Co. in Atlanta, Ga. I believe it was Mr. Peabody of Smith 
Douglass and Mr. Wright of Ashcraft, Wilkinson who appeared be- 
fore the Federal Maritime Board. 

The Cuarrman. Mr. Mailliard. 

Mr. Maruiarp. Was this a formal appearance or merely a 
discussion ? 

Mr. Arnuoxz. It was not a formal hearing I do not believe. 

They just went to Washington to bring to the attention of the 
Federal Maritime Board what this proposed increase in rates would 
do to our business, and I was not present myself so that I do not know 
what form the discussion took. 

Mr. Marirrarpv. Would you be able to find that out for us? I think 
it is rather imporant to our subject to find out whether formal pro- 
tests are made and whether it actually comes before the Board 
whether a shipper just goes down and talks to some employee in the 
Federal Maritime Board. 

Mr. Arnuorz. I can find out very easily for you and I am quite 
sure that both Mr. Peabody and Mr. Wright would be glad to make 
at least a written statement to the committee. I do not recall exactly 
whom they had a discussion with but my recollection is that the man 
they saw was in charge of the enforcement section of the Federal 
Maritime Board. 

Mr. Maruiarp. Presumably before they went to Washington they 
protested the increase with the conference ? 

Mr. Arnuouz. We did that in their behalf. We appeared before 
the conference, we and other shippers of fertilizers, and we protested 
the proposed rate increase and were turned down. When we were 
turned down, we discussed it with our principals and thought it 
would be advisable to take it to the Federal Maritime Board. 

Mr. Maiiu1arp. When you are turned down in a case like that are 
you given any reason for it being turned down ? 

Mr. Arnuouz. Not beyond a general statement that increased costs 
make it necessary. 

Mr. Matiirarp. You make the point very well here that this is 
certainly not in the interest of the steamship companies to dry up 
the business, and I find it hard to believe that they are that stupid 
unless they had some awfully good reason for it. 

Mr. Arnuoxz. I do not know. I have pondered that situation my- 
self. I have not come up with the answer. In this particular case 
I do not know whether you can draw any inferences from the fact 
that just at the time when potash prices in Europe were decreased 
the conference, whose membership is largely European lines, increased 
the freight rate here which, of course, meant that potash was going 
to be shipped from Europe to Brazil and, since the same lines which 
are members in the conference here are members of the European 
conference servicing South America, they were going to get, of 
course, substantial additional business. Whether that has any bearing 
on it, I do not know. : 

Mr. Marrrarp. Do any large number of the same lines operate in 
both services? 
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Mr. Arnuotz. I should think a fairly large number would. | 
would have to consult. I can think of about three or four. 

Mr. Maruurarp. Are these chemicals and fertilizers that you ship 
bulk shipments primarily or package shipments? 

Mr. Arnuouz. Bulk. We may move fertilizer in bulk and may 
move it in bags. 

Mr. Maruurarp. Is it difficult cargo to handle on a liner operation ? 

Mr. Arnuorz. The bagged, absolutely not. On the bulk material in 
some instances, yes, depending, in other words, on the fact that you 
might require additional dunnage for separation between your bulk 
and bag cargo and that would involve an additional expense. On the 
other hand, it might be cheaper to handle. In other words, you can 
load and discharge bulk faster and your loading costs would be much 
less on bulk than on bags. 

Mr. Matuuiarp. Does the rate reflect the difference in cost? 

Mr. Arnuouz. No, it used not to. Right now, in order to meet 
chartering competition, the conference lines have substantially re- 
duced the rate. 

Mr. Matiirarp. On bulk? 

Mr. Arnuouz. On both on an f.i.o. basis, which means that the 
shipper pays for the loading and he pays for the unloading, so that 
in this case he will get the ‘adv antage of the lower loading costs on 
the bulk material. 

Mr. Maimurarp. Are the rates open on these commodities frequently 
or not? 

Mr. ArnHOLz. Quite frequently ; yes. 

Mr. Mariurarp. It would seem to me that there is some comparison 
between this and grain products and other bulk products which cus- 
tomarily are open. 

Mr. Arnuouz. I am not too familiar with grain, sir. I should 
think there are similarities but I would not know. 

Mr. Maiirarp. I would be very interested if you could readily 
rovide us with the membership in these two conferences that would 
involved. Would that be an easy thing for you to provide for the 

record ¢ 

Mr. Arnuowz. Yes, sir. That would be very easy. 

(The information referred to follows :) 


CHEMOLEUM CorpP., 
New York, N.Y., June 2, 1959. 
HOUSE OF REPRESENTATIVES, 
Committee on Merchant Marine and Fisheries, 
Washington, D.C. 

(Attention Mr. W. B. Winfield, chief clerk.) 

DEAR Sirs: Thank you for your letter of May 27. 

I have found it a little difficult to ascertain which foreign lines are simul- 
taneously members of the River Plate and Brazil conferences here and the 
corresponding conference in Europe. This difficulty stems from the fact that 
the lines operating out of Europe do not necessarily use the same name here 
as they do over there. 

I can, however, indicate the following five lines which are definitely members 
of both conferences: Booth Steamship Co. Ltd., Lamport & Holt Line Ltd., 
Flota Mercante del Estado, Lloyd Brasileiro, Koninklijke Hollandsche Lloyd. 

We trust that this information will enable you to complete the statement and 
I am also returning the galley, as previously requested by you. 

Yours very truly, 


T. A. ARNHOrz, President. 


———————————— 
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Mr. Maruiarp. I think you have certainly given us something 
to think about here. I agree with you that some of the alternatives 
that you offer are probably worse than the situation as it exists now. 

Mr. Arnuorz. Yes. I think this would be a very good situation 
if you continue to have conferences without the dual rate system. 

Mr. Mariarp. You do not place any weight on the testimony 
that we have received that the conferences in some trades cannot suc- 
cessfully operate without some tie arrangement with the shipper? 

Mr. Arnuorz. I have not been here at previous he: arings. I am not 
sure what specific testimony you refer to. I know the general line of 
argument on the part of the conferences. That I would strongly dis- 
agree with. 

Mr. Maturrarp. I do not quite see how you can strongly disagree 
with it unless you can provide proof, because this is the custom in the 
world shipping business everywhere else and, as a matter of fact, most 
of the conferences that do not involve U.S. ports use a very much 
more stringent system which is a deferred rebate system. 

Mr. Arnuouz. Yes, but you see, if you are talking of shipments 
from Europe to say, ‘South America or South Africa, the European 
conference rate is extremely low, so that the exporter need not be ap- 
prehensive that he is losing business to a competitor in a foreign coun- 
try. Therefore, he really has no overr iding need for either charteri ing 
or working with an independent line that gives him a lower rate; but 
we are in the position where we have extremely high rates which make 
it extremely difficult to compete with Europe. I mean freight rates 
are not the only reason why we are not competitive to South America 
on many items as opposed to Europe, but it provides the answer in 
very many instances. 

Mr. Matnurarp. Can you give us specific examples of rates on prod- 
ucts that you handle to a given port in South America from the 
United States as against Europe? Do you have in mind any specific 
items? 

Mr. Arnuowz. I have in mind one rate. I would like to check that 
further, but my recollection is mes it, for instance, when the conference 

rate in early 1958 on fertilizers was I believe around $18 or $20 a ton, 
the European rate was $12 berth terms with an option of the shippers 
to avail themselves of a free in and out rate, which I believe was $9 
at the time, so that in those days we figured that the European freight 
advantage was roughly 50 percent in comparison with the rate that 
we had. 

On fertilizers, a difference of a dollar a ton makes a lot of difference. 

Mr. Mariirarp. How much of that difference would be attributable 
to stevedoring ? 

Mr. Arnuotz. Of course, in South America, it would be the same. 
I am not sure but I should think maybe anywhere between $1.50 and 
$2 a ton. 

Mr. Maitrzarp. So, of course, if you use the free in and out rate, 
you would not have the factor. 

Mr. Arnuouz. Then you eliminate it. 

Mr. Marrirarp. Was there a free in and out rate from the United 
States to Latin America? 

Mr. Arnuotz. Not at that time. 

Mr. Matiurarp. There is now ? 
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Mr. Arnuoz. Yes. 

Mr. Mariuiarp. How does it compare with the present European 
price ¢ 

Mr. Arnuouz. At this time, but again brought about through the 
chartering competition and independent competition, I believe that 
the conference rate from this country is identical to the European 
rate. I would like to check that but I think that is the case. 

Mr. Maruirarp. About how many years has it taken to produce that 
result ? 

Mr. Arnnouz. Substantial and intensive chartering and independ- 
ent competition. That is what has brought about the present equi- 
librium. 

Mr. Maiuurarp. That is all, Mr. Chairman. 

The CHarrman. Mr. Downing. 

Mr. Downina. Mr. Arnholz, to me this is a most interesting state- 
ment and it certainly deserves every consideration. 

You ship primarily to South America ; is that correct ? 

Mr. Arnuouz. Yes. 

Mr. Downina. Do you ship to other parts of the world? 

Mr. Arnuioiz. Occasionally. Ninety percent of our business would 
be in Latin America. 

Mr. Downine. What has your experience been with the other con- 
ferences that you use ? 

Mr. Arnuoiz. With the exception of the South African example I 
mentioned before, I have very little experience with other conferences. 

Mr. Downrna. This is primarily then with the River Plate Con- 
ference ? 

Mr. Arnuorz. It is the Brazil River Plate Conference and the con- 
ferences that go to the west coast of South America. 

Mr. Down1ne. Do you know how many carriers comprise that par- 
ticular conference ? 

Mr. Arnuorz. The Brazil one? Offhand, I am not sure. It is a 
fairly large number: I should think it is in excess of a dozen. 

Mr. Downtne. Do you know the proportion of foreign flag to 
American flag in that conference ? 

Mr. Arnuowz. There are only two American lines, the Moore- 
McCormack and Delta lines. 

Mr. Downina. You say a substantial number of these same lines 
operate in the conference from Europe to South America? 

Mr. Arnuorz. I believe they do. I know of two or three definitely 
anil I should think that quite a large number of them actually do. 
I am going to check that and send you a supplementary re port. 

Mr. Downtne. Do you know offhand whether Moore-McCormack 
or Delta operate in the Europe to South American conference ? 

Mr. Arnnotz. No, they do not. 

Mr. Downtnea. You say it is your opinion that the European flags 
in the conference persuaded the conference to increase the freight rates 
of your product from America to South America? 

Mr. Arnnorz. I obviously cannot say I am sure but it seems to me 
suggestive that. precisely at the moment that European prices on this 
particular fertilizer were decreased that our freight rates went up. I 
mean the combination of these two facts just insured that the business 
would go to Europe 100 percent. It seems to suggest it. 

Mr. Down1na. It seems like it. 
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Now, under the terms of your contract, with the conference, are you 
not allowed to charter ? 

Mr. Arnuoiz. No. Apparently we are not because that is the rea- 
son why the conference has written us as I bring out in the statement 
here. 

Mr. Down1nc. When did they write that letter to you? 

Mr. Arnuoiz. On March 17 of this year. 

Mr. Down1ne. At the present time you are not using conference 
carriers, then ? 

Mr. Arnuotz. Yes, we are, because the conference interdicts ship- 
ment just on contract items, you see, and fertilizers are not contract 
items, so that actually, since we move fertilizers only, we are not 
really affected by the letter that the conference has written to us. 
That is so long as the fertilizers remain noncontract items. 

Mr. Downrna. It is an open rate? 

Mr. Arnuorz. It is an open rate. The rates may be closed any time. 
Then, of course, we could not make use of a conference vessel. 

Mr. Downine. You stated that you believe in the conference system 
but you believe that the dual rate system should be eliminated. Do 
you not think that if you eliminated the dual rate system you would 
weaken the conference? 

Mr. Arnuouz. Yes. 

Mr. Down1ne. What would be the binding force to keep a confer- 
ence together if you did not have something like dual rate or some 
similar setup ? 

Mr. ArnHowz. Essentially I am not in favor of conferences as such, 
but, if the lines feel that it is desirable for them to be organized in 
certain conferences which have common interests, I think that should 
be their privilege but they should not be in the position where they 
can penalize shippers if these shippers take advantage of lower rates 
that may be available to them. 

Mr. Downine. Would you advocate opening the high seas to free 
competition ? 

Mr. Arnuoiz. To open what? 

Mr. Downina. To have free competition on the high seas. 

Mr. Arnuotz. I personally would be in favor of it and I think 
what would regulate the situation is the normal supply and demand 
situation. 

Mr. Down1ne. What do you think would happen to the American 
merchant marine if that was allowed ? 

Mr. Arnuoxz. It depends. I think it depends on to what extent the 
subsidy which the American lines are getting at this time anyway, to 
what extent that upsets the operating disadvantage they have in terms 
of higher wages. 

Mr. Downtne. It is well known that the foreign flags can operate 
more cheaply than American flags. 

Mr. Arnunorz. But they do not get a subsidy. 

Mr. Down1na. The subsidy is supposed to put them on an even basis. 

Mr. ArnHoitz. Whether it does in effect, I do not know, but assum- 
ing that it does they should not be in any less competitive position than 
they are now. 

Mr. Mariurarp. Will the gentleman yield? 

Mr. Downrna. Yes. 
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Mr. Marturarp. I would like to have the evidence by which you can 
say that foreign flags do not get a subsidy. Do you bade that to be 
a fact ? 

Mr. Arnuouz. I was under the impression that they did not. 

Mr. Marii1arp. I am under the impression that they do. 

Mr. ArNnuoiz. You mean foreign-flag lines operating from this 
country to, say, South America, get a subsidy ? 

Mr. Maruiarp. I think this committee has had some evidence that 
there is subsidization by other countries of their merchant marine in 
one form or another so that I did not think that they should stand 
in the record as a statement of fact because I think it is not a fact. 
I do not know about these particular lines but other countries do sub- 
sidize. 

Mr. Arnwouz. I would not be sure but I have always heard that 
the American lines operating from this country to a given area abroad 
could offset the operating differential because they had a subsidy and 
the foreign lines did not. 

Mr. Matiutarp. This is theoretically correct because our law brings 
the subsidy out in the open where everybody knows exactly how much 
it is, but it is a fact, I think, that other countries also subsidize their 
merchant marine in one way or another. 

Mr. Arnuotz. I would not know. 

The Cuatrman. Do you have any further questions? 

Mr. Downtine. That is all at this time, Mr. Chairman. 

The Cuarrman. Mr. Glenn. 

Mr. Gienn. You say that you would prefer to see an open market. 
Now, in the event that our merchant marine would have to go on 
the beach in such an open market, would you then be in favor of 100 
percent subsidization by the Government ? 

Mr. Arnuotz. In other words, assuming that the present subsidy is 
supposed to offset the operating disadvantage that the American lines 
have, I do not see why the dissolution of the conference system would 
change their competitive status in any way at all. I mean there is 
an obvious tendency for some shippers, all other conditions being 
equal, to use American lines so that 1f you are an American line you 
have certain advantages that a foreign flag operation does not have. 

Under the ICA programs, Government financed purchases abroad, 
50 percent is carried by U.S. lines anyway. 

The Cuarrman. I think we had better recess. Can you come back 
after the recess? 

Mr. Arnuotz. Yes, sir. 

The Cuarrman. We will recess until 2:15 p.m. 

(Whereupon, at 1:45 p.m., a recess was taken until 2:15 p.m. this 
same day.) 

AFTERNOON SESSION 


(The hearing was resumed at 2:35 p.m., pursuant to the recess.) 
The Cuatrman. The committee will come to order. We will con- 
tinue with the witness, Mr. Arnholz. 
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STATEMENT OF THOMAS A. ARNHOLZ, PRESIDENT, CHEMOLEUM 
CORP., NEW YORK, N.Y.—Resumed 


The Cuarrman. Mr. Glenn. 


Mr. Guenn. Mr. Arnholz, on page 2 of your statement you say: 


There was no warrant on the part of the conference to increase rates in a 
manner calculated to destroy a specific segment of American trade— 

Do you have any facts that will show that there was any calculation 
to destroy the segment of American trade or is that just a conclusion 
that you arrived at? 

Mr. Arnnouz. It is the conclusion that I draw from this particular 
incident I cited, the increase in the rates. 

Mr. GLtenn. How many conferences do you belong to? 

Mr. Arnunorz. Most, in fact all of the Latin American. 

Mr. Gtenn. How many would that be? 

Mr. Arnuouz. I should think about three or four or five. I am not 
sure. 

Mr. Gurnn. Is it a fact that chemicals and fertilizers are very high- 
ly competitive substances in the world trade today ? 

Mr. Arnuorz. Yes, definitely. 

Mr. Grenn. Is it difficult for our American producers to compete 
with such producers as Yugoslavia and perhaps Austria and places 
where ous have a cheap labor market ? 

Mr. Arnuorz. Well, all of Europe, Holland. 

Mr. Grenn. Do you know of any of the chemical producers in 
Yugoslavia 4 

Mr. rioting No, sir. 

Mr. Guenn. That is all, Mr. Chairman. 

The CHarrMan. Have you questioned this witness ? 

Mr. Caszy. No, I have not questioned. 

I have one question. 

The Cuarrman. I might say to the committee I want all interesting 
matters developed but I would like to hold it down as well as we can 
because we have a lot of witnesses here and I certainly want to run for 
the convenience of our witnesses as well as for ours. Because we are 
late getting back we will run later this afternoon. 

Mr. Casey ? 

Mr. Casey. On page 3, Mr. Arnholz, you state that— 

We know of very few instances where Latin American conferences agreed to 
reduced rates voluntarily at shippers’ requests unless they felt compelled to do 
so to meet independent competition. 

Have you ever made any complaint to the Maritime Board about 
their failure to reduce the rate? 

Mr. Arnuorz. In this morning’s testimony it came out that our 
principals had approached the F ederal Maritime Board back in 1955 
or 1956. 

Mr. Casey. By your principals, you mean the manufacturers? 

Mr. Arnuouz. The manufacturers that we represent. 

Mr. Casey. The manufacturers that you represent. 

The Cuatrman. I might say, Mr. Casey, that we went into that ques- 
tion very extensively. It is in the record. 

This witness testified as to what he had done. 
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Mr. Casey. I have no further question. 

The Cuairman. I do not mean to shut you off, Mr. Casey. 

Mr. Casry. I understand that but since I did miss the witness 

earlier testimony, I do not want to take the committee’s time. 

The Cuatrman. Do you have other questions? 

Mr. Casry. No. 

The Cuatrman. Mr. Johnson ? 

Mr. Jounson. Mr. Chairman, I have only one point that I want to 
clear up with this witness. 

In your statement you state that yours is an export company. 

Mr. Arnuouz. That is right. 

Mr. Jonnson. As such, you do not take title to the goods that were 
involved in transportation, is that correct ? 

Mr. Arnnouz. We do take title to the goods when they go to the 
export carrier. 

Mr. Jounson. You take title? 

Mr. Arnuouz. Yes, we operate at our own risk. 

Mr. Jounson. I want to ask then, as to taking title, does your 
company then negotiate with the conference! ¢ 

Mr. Arnuoxz. Well, how do you mean by negotiate ? 

Mr. Jounson. You have stated on page 8 that your company was 
notified that there was an amount of $96,000-plus due and owing for a 
breach of your agreement with the conference. 

Mr. Arnuorz. Right. 

Mr. Jounson. And you speak of your company. 

Mr. Arnuouz. Yes. 

Mr. Jounson. My understanding is that you are also acting as a 
broker or transmitter of these goods. 

Arnuoiz. No. We actually operate as principals all the way 
through. In other words, we will take over the goods as soon the they 
are delivered to the ex <porting carrier and when we take title to the 
goods we are the principals. "In other w ords, the importers will pay 
us. We do not act as agents for the manufacturers in the sense that 
we would not have title to the goods. 

Mr. Jounson. To clarify, you represent several manufacturers? 

Mr. Arnuowz. Yes. 

Mr. Jounson. In arranging transportation, your company ne- 
gotiates with the conference ¢ 

Mr. Arnuotz. Right. 

Mr. Jounson. The companies themselves do not negotiate, is that 
correct ? 

Mr. Arnnouz, Not in a direct way, no. 

Mr. Jonnson. Or indirect? 

Mr. ArnuHoutz. No. There may have been instances where for the 
sake of convenience they may have made a booking but, generally 
speaking, it would all be done by us. 

Mr. Jonson. Well then, as taking title, do you charge a brokerage 
fee to these companies for the services performed ? 

Mr. Arnuouz. They generally allow us a discount. 

Mr. Jounson. Then as to your breach that is against your company 
alone ? 

Mr. Arnuorz. That is against our company. 

Mr. Jonnson. Yes. Now, nothing would prevent those companies 
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that supply the merchandise from negotiating further with this con- 
ference, would it? 

Mr. Arnuwoxz. I do not believe so. 

Mr. JoHnson. Any citation would not go to these other companies? 

Mr. Arnuowz. I do not believe so. 

Mr. Jounson. There was testimony brought out in yesterday’s hear- 
ings that phosphates and cements are a category or classification of its 
own and that for the most part carriers do not consider them a profit- 
able item in the transportation of those products. 

Mr. Arnuoiz. I believe that refers to rock phosphate which is in a 
little different category from the fertilizer that we ship. 

Mr. Jounson. From the standpoint of the economy, you would not 
expect a carrier to operate at a loss carrying your phosphate or heavy 
cargo? 

Mr. Arnuouz. Absolutely not. 

Mr. Jonnson. I have one other question. There are independents 
operating in this same trade, are there not ? 

Mr. Arnuouz. To Brazil along the east coast of South America in 
a very limited way and to Central America not at all. 

Mr. Jounson. You mean that for the most part the conference, then, 
has more or less a monopoly in the trade? 

Mr. Arnuouz. It has had. Through chartering the situation has 
changed in the last 2 years. 

Mr. Jounson. But through tramps, I believe you stated that you 
did get some special chartering. 

Mr. Arnuouz. Right. 

Mr. Jounson. So that boats were available ? 

Mr. Arnuorz. Right. 

Mr. Jounson. I have no further questions. 

Mr. Downtrnea. Mr. Chairman, I have one further question. 

The CuHatrMan. Yes. 

Mr. Down1na. Mr. Arnholz, you stated that in 1955, due to this in- 
crease in rates on fertilizer by $3 per ton that your potash export busi- 
ness to Brazil ceased and the business went to Europe and you think as 
much as 100 percent of that business went to Europe. How much is 
that in dollars and cents? In other words, how much business did 
you lose as a result of this freight rate increase? 

Mr. Arnuotz. We or American shippers as a whole ? 

Mr. Downrna. If you know, I would like both. 

Mr. Arnuorz. Roughly, this country exports 50,000 tons of potash 
to Brazil and in terms of dollars that would be roughly $214 million. 

Mr. Downina. A year? 

Mr. Arnuouz. A year. 

Mr. Downing. How long did this situation exist ? 

Mr. Arnuowz. This existed for about 2 years. 

Mr. Downrna. Thank you, sir. 

Mr. Arnuoiz. We resumed shipments actually in 1958. In 1958, 
rates came down and we resumed potash shipments in June of 1958. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. Are there any export companies locally in New York 
who handle the products that you handle? 

Mr. Arnuotz. Yes. 
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Mr. Garmatz. Do you think they have the same problem that you 
have, generally speaking, or could you answer that? 

Mr. Arnuouz. I believe they have the same problem and I believe 
that, for instance, they chartered likewise and I believe the conference 
has approached them or issued an injunction against them the same 
as they have against us. 

Mr. Garmatrz. Can you furnish us with the names of those ex- 
porters who handle the same products for the record 4 

Mr. Arnuwouz. Yes, surely. The International Commodities Corp. 

The CHamrman. What other products in addition to fertilizers, 
phosphate, do you deal in? 

Mr. Arnuouz. We deal in alkalies, caustic soda, and soda ash be- 
sides fertilizer. ‘That is essentially all the important items we have. 

The Cuarrman. You had no problem with those other commodities? 

Mr. Arnuouz. Yes, alkalies, too, as I bring out on page 2. Caustic 
soda was very much of a problem. 

The Cnairman. Are there any questions ? 

Mr. Cowen. I have one question. 

What was the rate differential between a contract signer and a non- 
contract signer in the River Plate and Brazil Conferences ? 

Mr. Arnuotz. I believe it is 10 percent. Iam not quite sure but it 
would be roughly of the order of 10 percent. 

Mr. Cowen. That is all. 

Mr. Arnuorz. Could I go back to that question that you raised, Mr, 
Chairman ? 

There is one other item which we handle which might be significant 
to mention. We handle silicon carbide in which we represent the 
Electro Refractories and Abrasives Corp. in Buffalo. That is an item 
which is produced largely in this country and Europe imports a lot of 
it from this country. Yet, because of the very high freight rates, we 
find it impossible to ship silicon carbide to Latin America and most of 
the business in that product is going to Europe. 

The Cuarrman. What is the cause of the high rate? 

Mr. Arnuotz. The conference. 

The Cuatrman. Mr. Drewry ? 

Mr. Drewry. I have no questions. 

The Cuarrman. Mr. Zincke ? 

Mr. Zincxe. I have no questions, sir. 

The Cuatrman. Thank you. 

Mr. Radcliffe. 


STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC. 


Mr. Rapvcuirre. Mr. Chairman and members of the subcommittee, 
my name is Harry S. Radcliffe. I am the executive vice president of 
the National Council of American Importers. 

The National Council of American Importers was formed in 1921 
as a nonprofit, nonpartisan association of U.S. importers. It is the 
only national organization solely devoted to the U.S. import trade as a 
whole. Its membership consists of American firms and individuals, 
the great majority of whom import or distribute all types of foreign 
products, including crude materials, crude foodstuffs, semimanufac- 
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tures, manufactured foodstuffs and beverages, and finished consumer 
goods. Our membership also includes a number of leading American 
banks, customhouse brokers, customs attorneys, steamship companies, 
overseas airlines, insurance underwriters, and others who serve our 
import trade. 

In 1957, we published a membership directory showing the various 
types of business in which our members are engaged. Av copy of that 
membership list is presented for the files of your subcommittee, and 
for quick reference in that booklet, on pages 30 to 36, is a commodity 
index, but we ne not suggest that it be incorpor ate «din the record. 

Incidentally, we are now preparing an up-to-date membership list 
which will be coal vble in a few weeks, and a copy of that list will be 
mailed to the clerk of your committee when it is ready. 

Our organization has long been on record as supporting the steam- 
ship conference system because we believe that the existence of this 
system is necessary for the orderly conduct of any importing business. 
American importers encounter many hazards and uncertainties that 
are not common to our domestic industries and businesses. In the 
first place, the importer must usually make arrangements with a 
foreign supplier, for the m: iter 1s us or goods he needs, far in advance 
of the time he requires them. ‘These arrangements must take into ac- 
count possible delays in the production of the goods abroad or in the 
preparation of the materials for exportation to the United States, 
the possibility of price fluctuations in world markets, and transpor- 
tation problems. 

The importer also encounters uncertainties in many cases after the 
goods arrive here as to the customs classification and the dutiable 

value to be placed on his goods. 

If uncertainty as to the availability of cargo space and the amount 
of freight that will be charged for the shipment is added to the other 
uncertainties surrounding the import transaction, it would mean fur- 
ther complications to the already difficult situation. The conference 
system is the best method yet devised to assure American importers 
and shippers that there will be maintained by the member lines regu- 
lar and frequent service on the various trade routes throughout the 
world, and further that the vessels and equipment provided on these 
trade routes will be suitable and adequate to the particular needs of 
the kind of trade involved. 

Importers generally realize that the steamship companies also 
need some certainty in their operations if they are to provide suitable 
and adequate service and facilities. We feel that they are entitled to 
have advance commitments from American importers and shippers 
that the bulk of their cargo movements will be on the ships of the 
member lines of a conference e serving a particular trade route. Other- 
wise, each individual line serving a trade route would be forced to offer 
special inducements to the large importers with regular shipments on a 
dog-eat-dog basis, and constant rate wars would be inevitable. A state 
of chaos would prevail, and the small importers and shippers would 

certainly be the ones to suffer. 

Under the conference system, uniform rates for different items of 
cargo are established and made available to large and small importers 
alike. When a conference uses the contract rate system, the contract 

rates are uniform, available to all importers and shippers without re- 
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gard to size of their business. The choice is given to each importer 
or shipper to decide whether or not he wants to commit himself to 
making his shipments exclusively on the vessels of the member lines 
of the conference. Where he controls the freight, if he wishes to give 
the member lines exclusive patronage, and contracts to do so, in a 
trade where a contract system is in effect, he receives, and it seems to 
us is entitled to, a lower freight rate than is charged to an importer or 
shipper who desires to retain his freedom to patronize outside lines 
when service is available. 

The importer or shipper who decides not to contract for exclusive 
patronage gets the advantage of stability and certainty provided by 
an exclusive patronage system without obligating himself to support 
the lines which are maintaining that system. In fact, a noncontract 
shipper derives a tangible advantage from the existence of dual rates 
resulting from the conference system, because the arrangements made 
between the contract shippers and the conference establish a definite 
plateau of freight rates which is stabilized. The noncontract shipper 
thus knows in advance that the noncontract freight rate can only be 
a fixed amount, usually 11 percent, above the contract rate for the same 
commodity. 

At the same time, it seems only fair that the inducements offered to 
importers or shippers who contract should not be given to those who 
retain their option to ship by conference lines or not. 

The main point I wish to make is that the conference system per- 
mits the steamship companies to have some idea in advance as to 
which importers or shippers have agreed to have their shipments 
moved by member lines of the conference, when such importers or 
shippers have control of the freight. In turn, the importer and ship- 
per, whether large or small, knows in advance what his ocean trans- 
portation costs are going to be and perhaps, more important, he 
knows that his competitors cannot obtain a more favorable freight 
-ate under any circumstances. This all adds up to more certainty as 
to the cost of transportation for the American importer or shipper. 

The importer or shipper also has some assurance that the member 
lines of a conference on a given trade route are usually able to provide 
the necessary cargo space for his shipments, and maintain a schedule 
of regular sailings and service. It might be mentioned that all con- 
tracts between importers and shippers with the conferences permit 
the use of a nonconference ship if the member lines of the conference 
are unable to provide space on a conference vessel at the time needed. 

We do have a few concrete suggestions for improving the arrange- 
ments between steamship conferences and American importers. 
Briefly, these are as follows: ad 

(1) The Federal Maritime Board should be granted more positive 
authority to supervise ocean transportation and port terminal facil- 
ities. It should also be empowered to formulate a sound transporta- 
tion program in consultation with trade associations, independent 
steamship companies, U.S. conference lines, port terminal operators, 
and others directly interested. 

(2) Freight rate schedules, which are filed by the conferences with 
the Federal Maritime Board, should be made more readily available 
to American importers and shippers at all times. In addition, the 
U.S. representatives of steamship conferences should have available 
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copies of their freight rate schedules to be furnished, either free or 
for a nominal charge, to any American importer or shipper. 

(3) Conferences should be required to make public all contemplated 
changes in freight rates sufficiently in advance of the date when such 
rate is to become effective, in order that American importers and ship- 
pers may have ample time to present their views concerning such rates 
to the conference. Under present practice, the conferences do give 
advance notice (often 60 to 90 days or more) of proposed changes i im 
rates, but unless the American importers or shippers have an effective 
commodity trade association, there is rarely any reconsideration of 
proposed increases in rates. 

(4) U.S. representatives of all conferences should present to 
American importers and shippers a memorandum of all changes pro- 
posed in the conditions of existing contracts at least 4 months prior 
to the effective date of any new contracts involvi ing such changes. 

(5) We suggest that representatives of all conferences should ar- 
range meetings from time to time with trade organizations represent- 
ing “Americ an importers and shippers for a mutually beneficial dis- 
cussion of such subjects as freight rates, contract terms, and other 
transportation problems. 

(6) And finally, the terms of all conference contracts should be 
made reasonable, fair, and equitable both to the conference lines and 
to American importers and shippers. 

That concludes my statement. 

The Cuarrman. How long have you been in your present vocation 

Mr. Rapcrirre. I have been the executive officer of the National 
Council of American Importers for 23 years and prior to that I was 
in my own importing business for 18 years, a total of 41 years. 

The CuarrMan. I presume that you have had experience that justi- 
fies and qualifies you to make the statements you make on the top 
of page 3, beginning with the word “Otherwise?” 

Mr. Rapcuirre. Yes. 

The CHairMAN (reading) : 

Otherwise, each individual line serving a trade route would be forced to offer 
special inducements to the large importers with regular shipments on a dog: 
eat-dog basis, and constant rate wars would be inevitable. 

Mr. Rapcuirre. Yes, sir. 

The CHairmMan. So that, you have seen this happen yourself 

Mr. Rapcrirre. I have seen that happen during my wupesisnan: and 
no one ever won a rate war. 

The CrarrmMan. Give the committee some examples of just what 
took place. 

Mr. Rapcutrre. In the Pacific trade not too long ago there was a 
rate war that broke out. 

The Cuarrman. We have heard quite a lot about that one, I think. 
That is the one that brought on this situation that brings this matter 
toahead. Is that the one to which you refer ? 

Mr. Rapcuirre. Yes, sir. 

The Cuatrman. Allright. Will you give some other? 

Mr. Rapcriirre. Back in the days when personally I was in my own 
importing business, the conference system was not in existence. 

The Cuamman. What year was that? 
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Mr. Rapcuirre. That was prior to 1931, from 1919 to 1931 and 
1932. In my own business at that time it w ‘as a constant job of shop- 
ping around to make sure that I was finding the right carrier with 
the lowest rate and that my competitor was not able to find some 
other carrier on the same route with a more favorable rate. 

The Cuarmrman. Just how did that affect your business? 

Mr. Rapcuirre. It was just an extra burden on the conduct of the 
business in that we had to be sure and spend a lot of time on this 
problem. 

Later, when the conference system came in all we had to do was 
sign a contract and we knew that all of our competitors were getting 
the same rate for the same type of commodity. 

The Cuairman. Do you mean to say that if you did not have this 
assured rate under the contract that you might lose business due to 
some other importer getting better terms than you secured for your 
customer ? 

Mr. Rapcuiirre. It would not be so much losing business unless, I 
Suppose, it got to a point where the differential was too great to do 
business, but the fact was that I made less profit if I did not get my 
freight on a most favorable basis. 

The Cuarmman. In those days, what system was used to determine 
what was a fair freight rate? 

Mr. Ravcutrre. That was one by each individual line and I hardly 
know how they arrived at what was a fair freight rate for a given 
commodity. 

The CuatrMan. Do you know anything about the matter in which 
an independent operator, a nonconference operator, might arrive at 
his freight charges? 

Mr. Rapcuirre. No, I have no way of knowing how they work 
those scales out. All we knew was that we w ould a ask the different 
individual lines what the freight rate was from a given foreign coun- 
try or source of supply to New York and then we would compare 
and take the one that was most advantageous. 

The Cratrman. Mr. Johnson. 

Mr. Jonnson. Could you tell us as to freight rates how they com- 
pare between eastbound and westbound commodities? 

Mr. Rancuirre. I have heard the testimony here that generally the 
westbound is cheaper but of my own knowledge I do not know what 
the comparison is. 

I heard testimony yesterday morning by Mr. Wierda and some 
testimony during the morning today, but I have not had oceasion to 
look at exports. We are solely devoted to import trade and I must 
say we are a little nearsighted and hardly ever look at the export 
problems. 

Mr. JOHNSON. So that you are not in position to advise us? 

Mr. Rapcrirre. No, sir. 

Mr. cae All of the suggestions you outlined for the most 
part deal with the administration of the conferences, do they not? 

Mr. Rapcurrre. That is right, and they hardly would require legis- 
lative action. 

Mr. Jounson. Yes. I do know, though, that on page 5 at para- 
eraph (3), you speak about an effective commodity trade t association 
intervening. Could you enlighten us on your ste itement there ? 
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Mr. Ravcutrre. In some of the commodity lines in the import trade 
the individual importers are wholly disorganized. There is no trade 
association and no organized group. It is each man for himself. 
In other branches of the import trade there are well organized com- 
modity trade associations like the Burlap and Jute Association, the 
Rubber Trade Association, the Spice Trade Association. There are 
about 45 or 50 of them that are on an organized basis and, as a group, 
those people are able to go and negotiate where the individual lone 
wolf importer has scarcely the same opportunity. 

Mr. JoHnson. Your experience has been that when they do inter- 
cede that frequently negotiations are successful with the conferences, 
is that correct ? 

Mr. Rapcuirre. That is correct. 

Mr. Jonson. In other wor ds, you have found those who administer 
the conferences are reasonable for the most part ? 

Mr. Rapcruirre. With this one observation: Some of the conferences 
in which the American lines participate have headquarters abroad 
and the meetings and decisions are held in foreign countries but, as 
far as the representatives of those conferences located in the United 
States, we find that those men are always willing to sit down with 
the group and talk the situation over and pass on their recommenda- 
tion to the headquarters. 

Mr. Jounson. I have one final question. How much contact do 
you have with the foreign freight forwarders in New York here? 

Mr. Rapcuirre. Quite a bit. As I mentioned in my testimony, we 
have among our membership a number of custom house brokers. 
Some of these brokers are foreign freight forwarders as well. “For 
eign freight forwarders” is a term related to our outgoing goods. 
The custom house brokers tend to clear it at the inc oming end, so that 
my contact is more with the custom house broker although many 
of them are foreign freight forwarders as well. 

Mr. Jonnson. Would you care to express an opinion as to whether 
you feel they should be subjected to any control, regulation or reg- 
istry ? 

Mr. Rapcurre. That is a freight forwarder question chiefiy with 
which I am not familiar, but the customs house brokers who clear 
our import traffic are registered with the Bureau of Customs and in 
fact licensed by the Bureau of Customs. 

Mr. Jounson. You state that you have considerable experience 
dealing with the so-called foreign freight forwarders and in your 
experience do you find any abuse or unethical dealings to any degree 
on the part of any one or more of such class ? 

Mr. Rapcuirrr. Well, as I mentioned, the freight forwarders are 
concerned with the outflow and I have no experience with that side 
of our international trade. 

Mr. Jounson. You do not. 

I have no further questions. 

The CHarrmMan. On page 5, you make this statement: 

Under present practice, the conferences do give advance notice (often 60 to 
90 days or more) of proposed changes in rates— 
to whom do they give that notice ? 

Mr. Rancuirre. They give that notice to the contract shippers. 
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The Cuatrman. To all the contract shipers or to just one in- 
dividual? 

Mr. Rapcuirre. Oh, no. If they have a schedule of proposed in- 
crease in rates they notify all contract shippers. 

The Cuamrman. I have understood that when they make a change 
they are supposed to publish it 30 days after the change has been made, 

Mr. Rapcuirre. I believe that they are supposed to file it with the 
Federal Maritime Board 30 days after but they often give the ship- 
pers 60 or 90 days or more notice of intention to increase a rate. 

Mr. Guienn. Mr. Radcliffe, I notice that approximately 14 or 15 
of your members are dealers in chemicals and fertilizers. Have you 
had any complaints from any of these members as to the conference 
system ¢ 

Mr. Rapvcuirre. No, sir; we have not. We have had none whatso- 
ever. Asa matter of fact, I might say that a few years ago when some 
matter was up we had occasion to send out a questionnaire to our 
members on various aspects of the conference system and the sug- 
gestions I have made at the end of my testimony are largely drawn 
from the results of that questionnaire several years ago, but there has 
been nothing significant from the importers of chemicals or fertilizers. 
I might say that if I had that classification grouped together those are 
not all chemical-fertilizer importers. They import other types of 
chemicals, dyestuffs and things of that nature. 

Mr. GLENN. But there are some fertilizer importers, are there not? 

Mr. Rapvcuirre. Yes; I do not think there are too many of them. 
I might say that we do have a number who import fertilizing mate- 
rials rather than fertilizer itself. These are materials, the chemicals, 
the bone and other different things that are used in fertilizer. 

Mr. Guenn. That is all. 

The CuHarrman. Mr. Casey. 

Mr. Casey. On page 5, item (1), you state: 

The Federal Maritime Board should be granted more positive authority to 
supervise ocean transportation. 

Do you have any specific recommendations ? 

Mr. Rapcuirre. The only specific recommendation is what follows, 
that the Maritime Board now is more of a depository for these con- 
ference contracts and rate schedules for the convenience of the public 
but we think that the Maritime Board should have some responsi- 
bility in the formulation of a sound transportation program for the 
United States taking all factors into consideration. 

Mr. Casry. Do you think that that should go to the extent of fixing 
rates ? 

Mr. Rapcuirre. No, sir, not at all. I do not think they are in posi- 
tion to do so. 

Mr. Casey. Do you think they should review the rates? 

Mr. Rapcrirre. They should not review a whole rate schedule. That 
is for sure. There are so many different factors. 

Mr. Casey. I mean review particular complaints. 

Mr. Rapcuirre. On a complaint, I think that they might be given 
some authority to be an appellate board of some nature. If an 
American importer or shipper makes his representation to a confer- 
ence and he is turned down, I think he should probably have as an 
American businessman some place to go. I think then the Federal 
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Maritime Board might be given power to review that situation and 
call both parties in and adjudicate it. 

Mr. Casey. Now, you say adjudicate it. Do you mean to the extent 
of saying, “Your rate is too high. You have to cut it down to this 
point”? 

Mr. Rancurrre. I hesitate to go that far, but I think that reasonable 
men always can reach a satisfactory solution if they are before a 
Federal body. 

Mr. Casey. If they have no power or authority to do anything, do 
you not think that if you have a situation such as the prior witness 
testified to where all of the lines belong to a conference that they 
would be glad to go through the motions “of a hearing as long as they 
know that they do not have to do anything unless they want to? 

Mr. Rapcurrre. That is true. 

Mr. Casry. What power do you think they should have with refer- 
ence to this review ? 

Mr. Rapcurre. I am not prepared to say whether they should have 
absolute authority to make a ruling that a rate must be reduced. 
| think, however, that if they had some supervisory power in con- 
nection with complaints of that nature that there would be a big ele- 
ment of moral suasion involved that would probably resolve the dif_i- 
culty 

Mr. Casry. Now, they do have the authority to disband the con- 
ference ? 

Mr. Rapcuirre. Yes; I know that. 

Mr. Casey. Do you think that that is sufficient authority ? 

Mr. Rapcuirre. That is so extreme that you would not expect them 
to exercise that authority on a little disagreement about the reason- 
ableness of an individual rate. 

Mr. Casey. We are talking about, say, one particular commodity 
which may be more than one individual shipper. You have no 
specific recommendation as to just how far it should go or where it 
should stop ? 

Mr. Rapcuirre. No, sir. 

Mr. Casry. If you get any such ideas, would you furnish them 
to the committee ? 

Mr. Rapcuirre. I will be very glad to give that further thought. 

Mr. Cassy. Do you feel that the contract rate system is truly a 
reward for exclusive patronage ? 

Mr. Rapcutrre. No; I feel a little bit to the contrary. As I said, 
your dual rate system allows the contract shippers and the confer- 
ences to establish at the conference freight rate level a plateau of 
stability. 

Now, the nonconference shippers, as I mentioned, can always be 
assured without signing a conference freight agreement that they 

can get a rate 11 percent higher than that so that he has an anchor age 
as to the amount that he can be charged as a noncontract shipper. 

Likewise we have heard testimony “that the independent lines use 
that same plateau to have a discount of 10 percent from that as an 
inducement to have the goods moved by their vessels. 

Mr. Casey. Which do you think is the realistic rate, the confer- 
ence noncontract rate or the contract rate or the independent’s still 
lower rate ? 
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Mr. Ranpcurrre. I think that the contract rate is a realistic rate 
because, obviously, the aim of the conferences is to have the great 
majority of the importers and shippers use the contract rate. At the 
same time, I do not think that noncontract rate is unrealistic because 
there would not be anybody moving freight at that noncontract rate 
unless it was realistic. I might add that it all depends on the im- 
portance of the freight element to the landed costs of the goods. On 
high value good . the freight may be 1 percent or less of the whole 
transaction of bu ying and landing the goods and paying the duty. 
On cheap, low cost freight, the freight rate might be a large element. 

Mr. Casey. I have no further questions. 

The CuHatrMan. Mr. Mailliard. 

Mr. Maruuiarp. I have no questions. 

The CuHatrMan. Mr. Downing. 

Mr. Downtne. I have no questions, sir. 

The Cuamman. Mr. Ray. 

Mr. Ray. I have no questions. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. I have just one question. 

On page 6, you say: 

We suggest that representatives of all conferences should arrange meetings 
from time to time with trade organizations representing American importers 
and shippers for a mutually beneficial discussion of such subjects as freight 
rates, contract terms, and other transportation problems, 

Is there any reason why you would exclude the exporter ? 

Mr. Rapcuirre. I said “American importers and shippers.” 

Mr. Garmatz. Would you call the exporter the shipper ? 

Mr. Rapcuirre. Yes. 

The CHarrMan. Do all these people you represent sign contracts? 

Mr. Rapcuirre. We have not taken a poll on that ak it is my 
impression that those who do not sign conference contracts are in a 
very small minority. The great majority of them do. 

The Cuamrman. You have no idea? 

Mr. Rapcutrre. I could not give that. 

The CuatrmMan. Could you find out for the record ? 

Mr. Ranpcutrre. I only could do that by asking for a questionnaire 
poll. 
The Cuatrman. We are going to be in this for a good long time. 
Would you be kind enough to do that? 

Mr. Ravcutrre. I have no assurance that I can get 100 percent 
replies to such a questionnaire. I will be glad to do it, sir. 

The Cuatrman. If they do not sign ‘the dual-rate contract, you 
have no way to get them the dual rates ? 

Mr. Rapcurrs. Oh, no, no. 

The Cuamrman. Does the staff have questions ¢ 

Mr. Drewry. Mr. Radcliffe, along that same line, aside from the 
related fields, your membership is importers. Are the conference 
contracts made by the importers themselves? 

Mr. Ravcuirre. Yes, by the individual companies. 

Mr. Drewry. So that the importers designate the line on which 
the product comes. It is not bought on a delivered basis? 

Mr. Rancuirre. I beg your pardon ? 
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Mr. Drewry. I say, the imported commodities are bought on a 
free on board the other side basis. 

Mr. Rapcrirre. By and large they are bought on the free on board 
vessel basis. Sometimes they are bought ex factory in manufactur- 
ing; rarely, however, on cost and freight or cost, insurance, and 
freight. 

Mr. Drewry. The importer does designate the vessel, then? 

Mr. Rapcuirrr. Yes, he has control in most cases. In some trans- 
actions the shipper is reluctant because of his own personal reasons 
to sell on an free on board basis. He insists on selling on cost and 
freight and cost, insurance, and freight in which case he has to sell 
on those terms. 

Mr. Drewry. You make a very strong statement in favor of con- 
ferences. Would you like to see the conference system developed to 
a point where there are no nonconference lines? 

Mr. Ravcuirre. I certainly would. I think it would be the healthiest 
situation in the world. 

Mr. Drewry. On page 5, I notice that you suggest that the Mari- 
time Board should consult with trade associations, independent steam- 
ship companies, conference lines, and so on. What are independent 
steamship lines? 

Mr. Rapcuirre. Those are the ones that are not members of the 
conferences. 

Mr. Drewry. You would like to see them out of business? 

Mr. Rapciirre. No, I would like to see them in business but doing 
their business within the conference framework. 

Mr. Drewry. Then they would not be independent any more, would 


they ? 
Mr. Rapcuirre. No, but I am talking about the situation that exists 
today. 


Mr. Drewry. Along the line of Judge Casey’s questioning on how 
far the Maritime Board should go, you feel that there should be some 
sort of a court of appeals or appellate group but you seem to shy 
away from the idea that the Board should go so far as to determine, 
in pursuit of its appellate activity, what would be the reasonable rate. 
Have you given any thought to the possible use of a device which is 
not at all unknown in shipping, arbitration ? 

Mr. Rapcuirre. Oh, yes. 

Mr. Drewry. What would you think about arbitration ? 

Mr. Rapcuirre. I think that arbitration is good. I am a strong 
advocate of arbitration. I have been a member of the American 
Arbitration Association and have served on its national arbitration 
committee for many years. 

Mr. Drewry. It is in very common use and is well known in the 
shipping industry particularly in chartering ? 

Mr. Rapcrirre. That is right. 

Mr. Drewry. You also say that freight rate schedules filed with 
the Maritime Board should be more readily available to American 
importers and shippers at all times. Just what do you mean by that? 
Are they not available to anyone who seeks to see them ? 

Mr. Rapciirre. As I understand it, there are one or two represen- 
tatives of conferences here in New York that make it a practice of 
having their rate schedules which can be bought by an importer or 
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shipper for a nominal fee but, by and large, what is done in the con- 
ference is that the copies are filed with the Maritime Board in Wash- 
ington and, if you as an importer or shipper want a copy of that com- 
plete arrangement including the rates, you have to go to Washington 
and arrange to have photostatic copies made. 

Mr. Drewry. But you can do that? 

Mr. Rapcutrre. You can do that but it is rather costly. 

Mr. Drewry. I have just one other question. You made some fairly 
concrete suggestions here and a strong statement for the conferences. 
Is your position fully adhered to by the membership or is there a dif- 
ference of opinion within your membership ? 

Mr. Rapcurrre. Not that I am aware of. I think that this is a 
representative statement on behalf of our general membership. 

Mr. Drewry. Is that arrived at ina meeting # 

Mr. Rapcuirre. No, as I said, these suggestions were chiefly derived 
from a questionnaire that we circulated 5 or 6 years ago to our entire 
membership and we got a number of replies offering suggestions for 
improving the relations between conferences and importers and these, 
except No. 1, were taken entirely from that questionnaire. 

Mr. Drewry. Thank you. 

That is all, Mr. Chairman. 

The Crarrman. I agree with you that the Maritime Board should 
certainly file the tariff rates here in this office in this great port. Even 
before this is over, we will see if we cannot get them to do that. 

Mr. Raperirre. But even if they are on file, it is difficult. 

The Cuamman. You could call this office and get the information? 

Mr. Rapcutrre. That is true but, if an importer has a number of 
diversified lines, he would like to have in his files a copy for reference. 

The CuatrmMan. I understand that it was stated heretofore that you 
could buy copies of conference tarifis. 

Mr. Rapcurrre. Just a few of the conferences do that, sir. Not all 
of the conferences which are represented in the United States offer 
that service of buying it at a nominal rate. It is one or two only. 

The CrarMman. Thank you very much. 

Mr. Cowen. I have two questions I would like to ask. You state 
that the usual difference between contract-noncontract is 11 percent. 
Do you know of any other figure? What is the highest differential 
you know of and the lowest bet ween conferences ? 

Mr. Rancuirre. As a rule, the reason I use that 11 percent is that 
the noncontract rate is fixed and 10 percent generally below that is the 
contract rate, and going the other way it is 11 percent. If you go 
from 100 to 90 and from 90 back to 100, you have about 11 percent. 

Mr. Cowen. That is original mathematics. 

Mr. Rapcutrre. I understand that that is about give or take a point. 

Mr. Cowen. I have one further question. You are familiar with 
all conference contracts, are you not, sir? 

Mr. Rapcuirre. I would not say that. 

Mr. Cowen. With the vast majority, due to being in the import field. 

Mr. Rapeurrre. I am familiar with them in a general way. 

Mr. Cowen. The inbound at least. 

Mr. Rapcuirre. Yes. 

Mr. Cowen. Does any of them guarantee space at all to the im- 
porter ? 











s] 


n 
Ww 


p 


reé 


TR 


m 


sl 


SE 
ir 








« 
‘ 





STEAMSHIP CONFERENCE STUDY 483 


Mr. Rancutrre. I do not think they go so far as to guarantee that 
they are going to have adequate space at all times. 

Mr. Cowen. I note that you said that on a given trade route they are 
usually able to provide it. | 

Mr. Rapcuirre. They are usually able to do so. 

Mr. Cowen. Do you know of any instances wherein space has not 
been available? 

Mr. Ravcrirre. I do not know of any specific instances but I have 
heard that during the war particularly when cargo space was scarce, 
they sometimes were not able to provide it. 

Mr. Cowen. Leaving out the war era, do you know of any other ? 

Mr. Ravcutrre. No, I have not heard of it at any other time. 

The Cuatrman. Thank you. 

Mr. Maynard ? 

Do you have a prepared statement ? 


STATEMENT OF GEORGE D. MAYNARD, FOREIGN TRADERS 
ASSOCIATION OF PHILADELPHIA, INC. 


Mr. Maynarp. I have a copy of the letter we filed with you about 2 
weeks ago which I would like to read to you. 

The CuHatrMan. Go ahead. 

Mr. Maynarp. My name is George D. Maynard and I am with the 
Foreign Traders Association of Philadelphia, serving in the capacity 
of chairman of the traffic committee. 

T wish to read to you a letter for the record filed by our organization 


with the Merchant Marine and Fisheries Committee, dated April 
3, 1959. 


At a regular meeting of this association held on March 19, 1959, with 138 
members and guests in attendance, the matter of steamship conferences was 
discussed. 

The result of the discussion was the unanimous adoption of the following 
resolution : 

We believe that strong steamship rate conferences are necessary to insure 
equitable treatment and rate stability to shippers and receivers in international 
commerce, 

In pursuant of this objective we urge the following points: 

1. That if the contract system continues there should be a standard form of 
shipper’s contract to be used by all conferences. 

That the contract state clearly that the shipper may forward f.o.b. ship- 
ments by nonconference steamers when so instructed by a noncontracting buyer, 
without violation of the shipper’s contract. 

3. That most conferences have permitted a shipper who has a rate question 
pending before a conference to be represented at a meeting at which his ques- 
tion is considered. In all instances the shipper should be permitted to be so 
represented. 

That the tariffs of all common carriers in foreign commerce of the United 
States be made available through subscription or for free to the shipping public. 

Our total membership is 485 and we represent the international business com- 
munity of this area. 


J am speaking of Philadelphia, incidentally. 


Most of our members have had considerable experience in dealing with steam- 
ship lines, both conference and nonconference. 

We urge your consideration of the points made in our resolution.” 

I personally would like to add that our membership includes repre- 
sentatives from every area of export trade; manufacturers, export and 
import sales companies, forwarders, steamship agents, insurance com- 
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panies, steamship comps unies both conference and nonconference, and 
so forth. In spite of the divergence of opinion which can occur in an 
organization such as ours, on the overall subject of conferences con- 
tracts and the dual-rate system, the foregoing proposals were ap- 
proved unanimously. 

This is significant and stems from our general feeling that the pro- 
posals are quite reasonable and that they do not express approval or 
disapproval of the contract system but rather are suggestions which 
it is believed would substantially improve the manner in which the 
contract system operates. 

We strongly urge their consideration. 

The Cuairman. Did I gather that you want the contract but never- 
theless you want to be free to do what you desire to do? 

Mr. Maynanp. I am ener ee of course, for an organization of 
several export-import companies. We are not going on record as urg- 
ing continuation of the contract but only stating that, if the subcom- 
mittee and eventually Congress should approve continuation of the 
contract system, we would like these four proposals incorporated. 

The CHairman. You mean that you would be exempt from the con- 
tract to do just whatever you desire, to ship on a contract conference 
line or to ship on any other line? Is that what you mean? 

Mr. MayNnarp. Are you referring to one of my proposals there, the 
second one? Yes, we would like to have in the contracts express per- 
mission to ship acco ording to the buying customer if it is an f.o.b. or 
f.a.s. shipment. 

The CuatrmMan. That is rather like having your pie and eating it, 
too. 

Mr. Maynarp. That is well put; on the other hand, first of all we 
should not get the impression that buyers overseas when they do re- 
quest, under f.o.b. or f.a.s. terms, shipment by certain carriers that 
they are necessarily nonconference carriers. We have had customers 
overseas in the particular instance of my own personal company 
which have asked for shipments on conference carriers. I am not too 
sure what their special reasons are. In any case, we do not feel it is 
our obligation to “sell” conference service to our customers. That is 
the job of the conferences. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. You want certain exceptions to the law, is that right, 
and you want this law which would be a natural just to take care of 
Philadelphia. Whether that would suit Baltimore or the west coast 
or Dallas, Texas, you do not know. If this law is passed by Congress, 
it is :10t just going to operate for Philadelphia. 

Mr. Maynarp. No, definitely not. I do think, however, that the 
four proposals which we have set up here are quite acceptable to any 
area in the United States and generally are proposals which have been 
supported by other organizations throughout the United States. 

Mr. Garmavz. That is all I have, Mr. Chairman. 

The Cuarrman. Mr. Ray. 

Mr. Ray. I have no questions, Mr. Chairman. 

The CHarrMAN. Mr. Downing. 

Mr. Downtna. Let me get this straight. A buyer from a foreign 
country orders some goods from you and he at the same time directs 
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what carrier you should use in exporting those goods back to him, is 
that correct ? 

Mr. Maynarp. Yes. If you make available to him f.o.b. or f.a.s. 
terms, why, under those conditions he will very often specify the lines 
to be used. 

Mr. Downtnea. And you cannot say, “No, I will not use that.” 

Mr. Maynarb. Nothing quite so firm as that. However, we could 
make suggestions. We can give reasons for wanting to use particular 
carriers ourselves because of sailing times, regular schedules, but let 
me say in the case of my own particular company that we have a 
product which sells on a very close margin and that is one of the rea- 
sons why we have made it possible to ship on f.o.b. or f.a.s. terms. 
Many companies in the States will insist on C. & F. or c.i.f. terms 
but, because of our close margin, we do allow f.o.b. or f.a.s. quotations 
and in many instances the buyers have specified certain lines be used. 

Mr. Downine. Is that particular buyer a signatory to the confer- 
ence or is he not? 

Mr. Maynarp. Of two or three I have in mind at the moment, I 
do not believe they are. 

Mr. Downrne. That is all. 

The Cuarrman. Mr. Mailliard. 

Mr. Marnurarp. Mr. Maynard, I am not sure that I got those four 
points that you recommended. Will you describe them briefly with- 
out reading them? What was No. 17 

Mr. Maynarp. Incidentally, I have 10 copies here. I assume you 
do not have any copy. May I give them to you? 

Mr. Mainirarp. I wanted to ask you a little about these. Do you 
think that it would be practical to have a standard form of contract 
that would be common to all steamship conferences / 

Mr. Maynarp. Yes, in this respect: in regard to the basic terms of 
the contract, that is the termination, cancellation, and that type of 
thing. It is very well understood that in certain trades there are par- 
ticular features which would have to be distinguished to handle mer- 
chandise in those areas, and the contracts, of course, could not include 
those special features in one general contract, but we do feel that a con- 
tract with similar basic terminology can be devised for all the con- 
ferences. 

Mr. Mariurarp, Of course, you would get a lot of disagreement as 
to what would be standard and what would not. 

Do you think that the variations that now exist in these contracts 
are accidental or do they have some basis that that particular trade 
requires that would not be suitable in another trade / 

Mr. Maynarp. I do not think they are accidental. However, I be- 
lieve that probably the terms have been thought up and devised inde- 
pendently within each conference and that possibly the conferences 
could get together and the terms could be made of a general nature. 

Mr. Mautarp. Are you sufficiently sure of your ground here that 
you think it would be wise to legislate this requirement or is this merely 
a suggestion that the conferences ought to get together and have a 
standard form? 

Mr. Maynarp. It is a suggestion. 

Mr. Martiiarp. Do you think we should compel it or do you think 
they ought to do it voluntarily ? 
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Mr. Maynarp. You are getting into an area, speaking for an organi- 
zation such as this, where I hesitate without a more firm knowledge of 
the different opinions within the organization as to whether I should 
say you should legislate. The only thing I can say is that it is felt 
quite unanimously that a standard form should be devised in contracts, 
Mr. Matiarp. I think we have to ask our witnesses to make a dis- 
tinction between their recommendations to the conferences as to what 
they ought to do to do a better job and what we would to do as far as 
legislating is concerned. 

Mr. Maynarp. I think it is very possible that this would never be 
achieved unless it was legislated. 

Mr. Maruiarp. On point No. 3, do you believe that it is essential to 
that requirement that a shipper be permitted actually to be present or 
to be represented when the decision is made or merely be allowed to be 
represented or present to give his case ? 

Mr. Maynarp. To present his case is the point. I will say here, too, 
that there is a very great misunderstanding on the part of many ex- 
porters in this particular respect, in that they have a feeling that they 
cannot possibly attend these meetings when their application comes up. 
I do understand that several conferences do definitely allow the ship- 
pers, exporters, to appear at these meetings but I think also the reason 
that there is this misunderstanding on the part of many exporters is 
that they have not really been notified of the time and place when their 
case is going to come up and, having personally asked certain confer- 
ence representatives why this would. be, their usual reaction is, “Well, 
we do not invite them.” But I do think there should be more clear 
notification of when their case is going to come up so that exporters can 
realize that they or their representatives can appear in the case. 

Mr. Maiu1arp. That is all, Mr. Chairman. 

The CuarrMan. Mr. Casey. 

Mr. Casey. I have no questions. 

Mr. CHatrman. Mr, Glenn. 

Mr. Gienn. I have one question. 

I read in the third paragraph of your letter that you believe in a 
strong steamship rate conference. Now do you mean by that that 
you believe in the conference system that we are investigating ? 

Mr. Maynarp. Yes, the organization has gone on record as ap- 
proving the conference system. 

Mr. Guenn. Do you also mean by that that you are in favor of the 
dual-rate system ? 

Mr. Maynarp. No, we are avoiding any declaration one way or the 
other on the dual-rate system. 

Mr. Guenn. What do you mean by the steamship rate conference? 

Mr. Maynarp. I think you may have cited a point there in terminol- 
ogy which may be misle: ading because I will say quite firmly that they 
are backing steamship conferences without any particular respect to 
the dual-rate s system or contract system. 

Mr. Guenn. That is all, Mr. Chairman. 

The Cuatrman. Mr. Johnson. 

Mr. Jounson. At the time of your meeting of the association, was 
the question of dual rates specifically discussed ? 

Mr. Maynarp. No. We did not discuss dual rates and one of the 
reasons being, naturally, that in an organization such as ours with 
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very diverse interests including nonconference lines and the conference 
lines, I do not think we could reasonably reach a unanimous vote or 
even a majority vote which might express the feeling of the organiza- 
tion accurately. 

Mr. Jounson. So that it is wrong to infer that your association is 
opposed to the dual rate system ? 

Mr. Maynarp. That is right. By the same token, it is wrong to 
infer that we favor it. We have simply taken no position on this 
question. 

Mr. Jounson. Now, under the second paragraph of your recom- 
mendations where you state that the contract should— 

State clearly that the shipper may forward f.o.b. shipments by nonconference 
steamers when so instructed by a noncontracting buyer, without violation of the 
shipper’s contract, 

If you follow that suggestion that would really defeat your whole en- 
forcement of your conference, would it not? 

Mr. Maynarp. I know that this is a point which can raise questions. 
However, I think the feeling of the organization is such that ethically 
speaking, in many cases under f.o.b. or f.a.s. terms, the question does 
come up that the buyer does wish to specify a certain line, and, as I 
said before, not necessarily nonconference either. In fact, I know in 
my own personal instance of one case where the buyer specified a con- 
ference vessel, a particular line, and the reason for wanting that 
particular line within the conference I am not sure of, but I do think 
that the organization feels that, because this does come up from 
time to time, this specification by buyers of lines they wish to use, that 
they wish to have it in the contract so that they cannot be theoretically 
penalized for meeting with the buyers’ wishes. 

Mr. Jounson. I have no further questions. 

The Cuarman. Mr, Garmatz. 

Mr. Garmatz I have just one question. For the record, Mr. May- 
nard, this letter that you have here is from the Foreign Traders Asso- 
ciation, addressed to the chairman, and signed by the secretary. Then 
you have a list of the officers and I do not see your name on here. 
What position do you hold? 

Mr. Maynarp. Chairman of the traffic committee. 

Mr. Garmatz. And you speak for the whole organization ? 

Mr. Maynarp. That is right. 

The CuarrMan. Thank you very much, sir. 

Now, Mr. Classen. 


STATEMENT OF EDWARD C. CLASSEN, VICE PRESIDENT AND 
TREASURER, INDEPENDENT FUR BROKERS, INC. 


Mr. Ciassen. I am Edward C. Classen, vice president and treasurer 
of the Independent Fur Brokers, Inc., which is primarily concerned 
with the effect of the conference system in imports. Our experience 
has been that while the conference system may work satisfactorily for 
the big fellow such as General Motors or Ford or big metals importers 
who ship large quantities, the conference system is extremely bad 
for the small firm whose freight bills on a single vessel do not run 
more than perhaps $1,500. 

Our problems with the conferences can be put at several points. 
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The conferences pay little attention to the problems of the small 
i and charge all the traffic will bear and in some cases they 
charge so much that the traffic is killed or prevented. Here is one 
example, which we had. We had a lot of fox skins in New York for 
which there was no market. 

I might add, parenthetically, that those skins had been lying here 
for 7 or 8 years and we had been unable to sell them regardless of 
price. 

We found a buyer in Japan who would buy these, but on account 
of the extremely low value, we could not afford to pay the conference 
rate on furs, which rate is predicated on the idea that a fur is worth 
a lot of money. We applied to the conference in writing as required 
by them for a special rate covering low-value furs. These furs are 
of such low value that the people in Japan were not even going to 
use them as furs but for industrial purposes. ‘This was explained to 
the conference and a rate was suggested by us which still would have 
given them a fair price, and would have yielded a profit to whichever 
carrier was employed. The conference rejected this request. We 
then approached Isbrandtsen and laid our problem on the table with 
them. In spite of the fact that their carriage cost is alotony 
higher because they travel eastbound around the world to. Japan, they 
immediately agreed to cart the merchandise for the rate which we 
suggested. If it was profitable for an independent why was it not 
attractive to the conference ? 

The policy of certain conferences is such as to hinder trade be- 
tween the United States and foreign countries. Take, for example, 
the conference covering shipments to Argentina and Uruguay. This 
conference claims to include Paraguay as well, and yet not a single 
one of its long-term members has any direct service to Paraguay. A 
few years ago one member of the conference attempted to set up a 
direct service to Paraguay. The rates the conference set were so high 
that they were prohibitive and killed the service, and U.S. trade with 
Paraguay was affected as a result of the actions of that conference. 
I can testify to this item with great feeling as our business was badly 
hurt by this conference action as we had been developing a good busi- 
ness with Paraguay at the time and because of trans: shipment delays 
and repeated pilferages and damage to cargo had just about decided 
to stop the business. This direct service came as an answer to our 
prayer—but the answer was short-lived when the conference slapped 
on a surcharge which was so high as to kill the service quickly. In 
fact the conference's rates were such that we could have shipped mer- 
chandise to and from Paraguay via Europe, which has had direct 
service with Paraguay for years, for considerably less than the rate 
quoted by the conference on the direct shipments. The net result was 
that the service soon stopped for lack of freight, and we gave up try- 
ing to do business with Paraguay. 

Now we understand that another line is st arting direct sailings to 
Paraguay and we are told the conference, in spite of hav ing no direct 
service with Paraguay, has told its shippers that they w ould be violat 
ing their contrac ts if ‘they use this company unless it becomes a mem- 
ber of the conference since the conference contracts cover Paraguay. 
Yet if this line does become a conference member, will they not ex- 
pose themselves to the exact same possibilities of having the confer- 
ence set up rates which will kill the business all over again? 

3. The representation has been made in propaganda issued by the 
conferences that they assure regular sailings and especially fast serv- 
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ice. This latter is completely wrong. The speed of the services is 
whatever the individual lines care to offer. Let’s take two ex: amples. 
The service between New York and the east coast of South America 
has been so unreliable at times that vessels of conference lines have 
frequently arrived u up to 30 days after they were first advertised to ar- 
rive in New York. The only reliable service has been that offered on 
the three passenger ships of the Argentine State Line and the two 
ships of Moore- McCormack. In its “freighter operation Moore-Mc- 
Cormack has generally been no better than the other lines, and our 
own experience has been so bad that we prefer our shippers use any 
other lines’ ships but Moore-McCormack. Our experience with that 
particular line includes not only delayed vessels, but ships diverted 
to nonadvertised ports for cargo, thereby delaying the ship, and even 
returning vessels to ports which they have prev ‘iously called at for 
more cargo, thereby again delaying our cargo. Now our cargo rep- 
resents money invested and every time these companies do things like 
that, we lose money. 

By way of contrast we can point to the operation by the Grace Line 
of its passenger cargo ships along the west coast of South America. 
Their scheduling has proven quite reliable, and we not only can count 
on vessels calling at relatively minor ports on a regular basis, but we 
also can count on their arrival in New York on a given day, or at the 
most 24 hours late. As far as I am concerned, with a cargo ship that 
is on time. 

We do a nice business with Bolivia and it is just this sort of thing 
which has helped to make this business possible since if we had to con- 
tend with bad steamer service in addition to the rather unpredictable 
inland freight service to and from that country, we just could not do 
the business. 

4. Conference rates on small item freights are frequently such as 
to kill the possibilities of doing business. For example, the freight 
on fur skins from the north co oast of Colombia set by the conference 

214 percent ad valorem. On many fur skins, it is just as cheap to 
das by air as by freight, and the 214 percent frequently results in 
fantastically high rates per ton. Virtually all mink and marten 
skins brought in “from Europe come in by air today because the freight 
rates are frequently cheaper by air than by water. 

The Federal Maritime Board seems to have the idea that its job is 
to protec t the steamship company and conference from the shipper and 
not vice versa. We have never yet found them to be willing to study 
a rate increase set by a conference and set it aside on grounds that it is 
too high, nor to my knowledge, has_it ever initiated proceedings to 
get rates reduced. 

"3 conclusion my suggestions are as follows: 

. That the rate preference to contract signers be abolished in 
tots, It is the heart of the problems for the small shipper. As a 
result the small shipper always has a gun at his head with the dra- 
conian choice of signing or not doing the business, as in few parts of 
the world are there independent lines giving sufficiently requent 
service to deal with them exclusively. 

2. That conferences be prohibited from claiming a signatory to a 
conference contract is in violation if he ships on an independent ves- 
sel where the conference does not supply at least one direct sailing 
every 10 days. 
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3. That conferences cannot claim jurisdiction over any territory 
which at least two of their members do not send their vessels to on a 
regular basis as outlined in No. 2 

. That no rates may be put into effect without the prior permis- 
sion of the Federal Maritime Board, and that the Board shall not 
only consider the carrier’s need for such rate in making its decisions, 
but also shall consider the effect of such rate on exporters and im- 
porters in this country and whether such rate is unwarrantedly higher 
than those quoted to and from other markets. By way of showing 
this we suggest our experience with Paraguay where we could have 
imported more cheaply via Europe than direct, and also the rather 
ludicrous example a few years ago where we could import certain 
skins from Brazil for $120 a ton, and if we wanted to have them 
shipped to Europe via New York, the rate was $121, or $1 for the 
voyage from New York to Europe. 

». That no line serving the United States may use as an agent in a 
dataians country a firm w hich is also an exporter, or importer, or which 
is controlled by such a firm. Rebates are supposedly not allowed— 
but one frequently suspects them although we have never gotten any. 
However, abroad many steamship lines including U.S. flag ones have 
gotten around the rebate problem very nicely. They just appoint as 
their agent one of the biggest shippers in the port involved, so he 
receives a commission on all freight shipped, both his own and his 
competitors in return for services rendered. As he makes very good 
money on this and can guarantee his income by shipping his own 
freight on the vessel, the : agency arrangement is nothing more nor 
less than a rebate. 

6. That a shipper be permitted to sign a contract covering one port 
only instead of all ports as demanded by the conferences. 

The conference system is making it more and more difficult for the 
U.S. importer and exporter to compete in world markets. I can un- 
derstand the need to try to prevent rate wars in order to preserve the 
solvency of the shipping companies, but there is also a need to protect 
the small shipper from rate gouging by the conferences. The small 
shipper has limited resources and time. The small shipper cannot 
look to legal action against the conferences since it would cost him 
too much to hire lawyers and take too long to obtain the necessary 
relief. He is forced to look for assistance to Congress to establish a 
set of ground rules which will make the rules of the ¢ game a little fairer 
to the - importer-exporter vis a vis the steamship conference, and he 
needs a change in the function of the Federal Maritime Board from 
watchdog for the steamship company to a watchdog in behalf of 
the shipper. Until the Federal Maritime Board has the will and 
the power to protect the shippers of its own initiative instead of only 
protecting conferences and their members nothing can be done. 

Thank you. 

The Cuatrman. What was the date of this Japanese shipment that 
you referred to? 

Mr. Crassen. Within the last 2 years, sir. I believe it was about 
a year and half or 2 years ago. 

The Cramman. Mr. Johnson. 

Mr. Jounson. On page 1, parepraph 1, what was the name of the 
conference that you referred to? 
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Mr. Cxassen. I do not remember the formal name but it is the con- 
ference which covers the freight between New York and Japan. 

Mr. JouHnson. How long ago was this problem with them? 

Mr. Ciassen. I would say it was between a year and a half and 2 
years ago. 

Mr. JOHNSON. Could you get us the name of that conference ? 

Mr. Ciassen. I could. I believe it is the one which is involved in 
the Supreme Court decision on which this committee is in hearing. 
I believe there is only one conference out there. 

The CuatrrMan. We are not trying the Supreme Court case. 

Mr. Ciassen. But I believe these hearings arose out of the Supreme 
Court decision which outlawed the dual rate contracts of that con- 
ference. Maybe I am wrong. I was under that impression. 

Mr. Jounson. As to your second paragraph, could you tell us what 
conferences you have in mind ? 

Mr. Cuassen. I believe that one is called the River Plate and 
Brazil Conference. In other words, that is a conference in which 
there is not a single carrier and with that one exception has not been 
for years a carrier going to Paraguay and yet they have Paraguay in 
their contracts, so that if anyone ships on a steamer going to Para- 
guay, even though they do not have the service the fellow is out of 
line. 

On two occasions where the questions were raised, the people were 
told, “Look at your contracts and decide whether you are in viola- 
tion,” and they were. 

Mr. Jonnson. Could you tell us who the Independent Fur Brokers 
are? How large an organization are you ? 

Mr. Crassen. We are a rel: itively small organization. We have 
been in existence for about 38 or 39 years now. We primarily are 
brokers serving as the representatives of foreign shippers in this 
country. They either send stuff to us on consignment or we sell con- 
tracts. In both cases we normally have to finance the shipment from 
the time it leaves the foreign country until it arrives in this country 
and is delivered. 

Our activities include not only furs but various types of wild skins. 

At times we have had a little bit of South American rubber, cocoa, 
nuts, hides, horsehair, and so on. 

Mr. Jounson. Are you speaking more or less for the other inde- 
pendent fur brokers ? 

Mr. Ciassen. The Independent Fur Brokers is a business corpora- 
tion, sir. 

Mr. Jonnson. But whether your complaint is also that of the other 
like fur brokers you cannot say ? 

Mr. Crassen. I will put it this way. I have not discussed it especi- 
ally. We have a small trade association and the other members in 
it were in agreement with me on this question, but I do not claim and 
do not pretend to represent them here today. 

Mr. Jounson. You make, of course, rather serious charges that 
there is discrimination against the smaller companies and that the 
favor is given to larger corporations. 

Mr. Crassen. The larger corporations have enough power. Take, 
for example, the minerals importers, who have the large cargoes. In 
talking to the steamship companies, I have always said “W hy are 
the rates for such and such so much lower than for skins?” 
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He said, “Well, they can go out and charter a ship and if we want 
to keep their cargo we have to keep our rates competitive with charter 
markets where you will have to either ship or be barred.” 

Mr. Jounson. I am trying to get at this question: The shipping 
interests for the most part are looking for cargo and naturally it is 
to their interest to have cargo going to the ports that you speak of. 

Mr. Cuassen. Correct. 

Mr, Jounson. It is hard to reconcile that they are not interested 
in making money themselves where they would not take your cargo 
and the Isbrandtsen line did accommodate you. It is hard to recon- 
cile just why they would not be interested in taking cargo which means 
dollars for them. 

Mr. Cuassen. I think the best answer was, at least in my opinion, 
that it might have been the opening wedge to break the whole group 
of rates which they had set up on which they were making a very good 
orofit. After all, steamship companies have told me straight out that 
if they ever have a fairly full ship that “your cargo is going to go on 
our ship and some of the lower paying stuff is going to be left behind” 
for the simple reason that they make more on our cargo because they 
get a higher rate. 

Mr. Jounson. Can you tell me what line that was? 

Mr. Cuassen. I could name several, Grace is one. Moore-McCor- 
mack is another. Columbus Lines is athird. United States Lines is 
a fourth. That is a statement which we have gotten from their freight 
solicitors. I think those gentlemen are probably telling the truth. 

We have never had trouble in finding freight space except during 
the war when there was priority for vital goods and even then after the 
priorities were exhausted items such as ours, which were very high 
rated items, generally landed on the ship next. 

Mr. Jounson. Do you use foreign freight forwarders in your 
business ? 

Mr. Cuassen. Only to the extent that we do export business which 
is a relatively small and insignificant part of our business. Less than 
5 percent of our business is export, sir. 

Mr. Jounson. In your final conclusion, you concluded that Con- 
gress should set some ground rules. What kind of ground rules do 
you advocate that Congress can set ? 

Mr. Cuassen. It seems to me, and I am not an attorney, that the 
Federal Maritime Board could have additional powers and particu- 
larly of its own initiative. 

Mr. Jonnson. What powers? 

Mr. Cuassen. To investigate rates, to hold hearings to determine 
whether they are suitable, and particularly in these less important 
commodities, less important rates, to determine whether they are re- 
munerative or are a case of all the traffic will bear. 

I just got a letter this morning from our people in Buenos Aires, 
for example, in which they stated to us that at the present time they 
were less interested in doing business in the United States than in 
Europe because the conference to Europe evidently has partially 
broken down there or something, and the people are getting 20 percent 
to 25 percent discounts over the normal freight rate and that is a good 
sized chunk of their profit on animal hair. 
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Mr, Jonnson. But to get back to your rules, you think that power 
given to the maritime should be more in the ratemaking policy, is 
that correct, or control ? 7 

Mr. Criassen. I would say in rate control rather than ratemaking. 
i do not think ratemaking should be a governmental function but I 
think that the maritime should have the power and the specific power 
to say, “Gentlemen, this rate is out of line,” and in that case when 
they say it is out of line let them have the power to name the substi- 
tute rate. 

Mr. Jounson. Would you say that your criticism as outlined is 
centered more in the South American trade than in any other part 
of the world? 

Mr. Criassen. No, the South American trade is what we are most 
familiar with. I think there are several other parts of the world 
where we have had occasional experiences which would indicate that 
our experiences in the South American trade are by no means unique. 

Mr. Jonnson. I have one final question. Is the fact that you are 
opposed to the conference with a tie-in system or do you approve 
the system if it were properly administered and properly controlled ? 

Mr. Crassen. Would you repeat the first part of your question, sir ? 

Mr. Jounson. I want to ask whether as a witness you appear as 
against continuation of the conference with the tie-in system or 
whether you favor the conferences with proper administration and 
proper controls? 

Mr. Criassen. I would say that as for the conference system as pres- 
ently constituted and presently in force, I am opposed to the entire con- 
ference system. Under proper controls I would have no objection 
whatever to the conference system. 

Mr. Jounson. I have no further questions, Mr. Chairman, 

The CuatrmMan. Mr. Glenn. 

Mr. Gienn. Mr. Classen, you make a number of specific complaints 
here in your statement. Have you ever made any informal or formal 
complaints to the Maritime Board ? 

Mr. Cuassen. In the Paraguay case we did, sir. 

Mr. Gutenn. What happened ? 

Mr. CuassEen. By the time it started getting anywhere, the steam- 
ship line in question had given up the business and the whole ques- 
tion was moot. 

Mr. Grenn. Was that an informal or a formal complaint ? 

Mr. Crassen. If you mean did I retain a lawyer; no, sir. I wrote 
the Federal Maritime Board. I received forms from them and so on, 
but it did not get to the point of hearings or to a requested hearing. 

Mr. Gienn. Did their representative call on you or did you call 
on them ? 

Mr. Crassen. No, sir. 

Mr. Grenn. You just sent them a letter? 

Mr. Crassen. This entire thing was by mail. Unfortunately, as a 
small company, we cannot be running down to Washington all the 
time to file hearings and so on. For example, my appearance here 
today affects our business. Weare not some firm with several hundred 
people where the absence of one person does not make much difference. 

Mr. Grenn. I am curious as to what you say about those fox furs 
being sent to Japan which were of such little value that they were 
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going to be used for industrial purposes. What was that industria] 
purpose ? 

Mr. Criassen. If I understood correctly, I think what they were go- 
ing to do with them was that these particular foxes have a rather stiff 
bac kbone, one in which the hair is rather stiff. My understanding was 
that they were going to cut away the rest of the fur and srobably 
throw it away, and pull out the hairs from this backbone and process 
them so that they could be made into, say, paintbrushes for writing 
their language out there or for possibly painting a picture or some- 
thing like that. 

Mr. Guenn. That is all, Mr. Chairman. 

The Cuarrman. Mr. Casey. 

Mr. Casry. Are you a signatory to a conference contract ? 

Mr. Crassen. We are signatories to certain conference contracts. 
As a general rule, we do not need most conferences since we are im- 
porters primarily rather than exporters. We are only signatories to 
export contracts where there is no regular independent service. For 
example, we are signatories to the West Coast-South American Con- 
ference for the simple reason that there is no independent service 
down there. 

In that particular instance, the service by one of the lines is sufli- 
ciently satisfactory that we would think four times before going on 
independent. 

Mr. Gienn. Is that the only service you had? 

Mr. Cuassen. That is the only service I know of on the regular 
basis. I have never seen a nonconference steamer going to any 
port we go to. 

Mr. Grenn. You do not have sufficient to charter a ship ? 

Mr. Cxiassen. I would not have sufficient to even fill up one hold of 
a ship. 

Mr. Gienn. You are a signatory there because of the fact that the 
only regular service is this conference service to the west coast of 
South America ? 

Mr. Ciassen. Right, sir. 

Mr. GLENN. As a signatory you get a reduced rate, do you not ? 

Mr. Ciassen. Put it this way: I say you get the proper rate. The 
so-called published rate is a penalty rate rather than a reduced rate. 

Mr. GLENN. If you were not a signatory you would pay a higher 
rate, would you not? 

Mr. Crassen. That is right. 

Mr. GuENN. Since they are the only ones that have regular service 
down there, is there any reason for them to have a dual rate system / 

Mr. CLassen. Not that I can see in the least. 

Mr. Grienn. It is to your advantage to be a signatory ? 

Mr. Cuiassen. Obviously. I mean there is no incentive for us 
not to a a signatory w hatsoever. 

Mr. GLENN. Do you know the specific firms with reference to which 
you make the charges on page 3, paragraph (5) about this subterfuge 
of rebates by appointing some ‘shipper as their agent for the line? 

Mr. Cxiassen. Yes, sir. I will put it this way: I do not want to 
malign the firms involved, but in India, for example, the agent of 
the American Export Lines, I believe, in Cochin is the largest seller 
of cashew nuts at that port and I believe is the largest shipper of 
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cashew nuts. J forget which line it is which I believe has a firm of 
Israel in Brazil, which is one of the major coffee exporters, as agent, 
I believe, in Santos. At least they were a couple of years ago. 

In Salvador, Brazil, the agent of one of the foreign flag lines is a 
firm. I forget its name, but it was a subsidiary of one of the major 
shippers of goatskins and I believe also possibly cocoa at that point. 
In other words, to me in this sort of arrangement if you are getting 
income, granted you are performing a service, but you make money 
on the service as well. I do not question the capability of the agents 
in any way. They are probably entirely capable and dependable 
people, but I think there ought to be a bill of divorcement there. 

Mr. Grenn. I believe that is all. 

The Cuarrman. Mr. Maillard. 

Mr. Mairurarp. I have no questions. 

The CuarrmMan. Mr. Downing. 

Mr. Downrna. I have one question. On page 2, you say that the 
freight from Colombia to the United States was 214 percent ad 
valorem. 

Mr. Cuassen. Yes, sir. 

Mr. Down1na. What do you mean by that ? 

Mr. Cuassen. In other words, if something i is worth $100, regard- 
less of the size, weight, or anything else, your freight is $2.50, 

Mr. Downrna. Yet over here on page 3, you say they will ship a ton 
from Brazil for $120. 

Mr. CLassen. Y es, Sir’. 

Mr. Downtne. I can visualize a precious fur worth $2,000 or $3,000. 

Mr. Crassen. In Colombia I was using the fur skin rate as the ex- 
ample. On the Brazilian rate of $120 I was specifically referring to 
rates on peceary skins which are a leather skin used for glove purposes, 
an entirely different commodity. 

This 21% percent rate probably amounts to, I would think, quite au 
few hundred dollars, possibly a thousand dollars a ton. We have other 
skins which are of low value where the rate may be $40 a ton. It h: ap- 
pens to vary according to the conference, according to the ports in- 
volved, and. according | to the commodity. 

We deal with things where a pile, say, the size of this desk may be 
worth $5,000 and we deal with other items where, if we filled this room, 
the thing would not reach a value of $5,000. They are still skins but, 
unfortunately, they have different values. 

Mr. Downtna. I have one other question. You state that, although 
the conference has no service with Paraguay, you are told that you 
would be violating your contract if you “used any other company to 
go there. 

Mr. Crassen. Yes, sir. 

Mr. Downrna. Is that a fact or is that something somebody has told 
you? 

Mr. Crassen. In the case back in 1955, when this occurred, I was 
told directly that when I questioned the conference. It has been re- 
iterated to me in this case by the company involved when I spoke to 
aes on the phone the other day. 

I did not approach the conference directly in this second instance, 
but the first time it was told me. The two instances jibed. 

Mr. Downtnea. Thank you. 
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The Cuarrman. Mr. Ray. 

Mr. Ray. On your point (5) on page 2, what investigation of the 
Maritime Board proceedings have you made, or is that just a conclu- 
sion drawn from the experiences you have related here? 

Mr. Crassen. That and some others i in some other fields which do 
not fall in the purview of these hearings. 

Mr. Ray. Can you cite others than cited here which give the founda- 
tion for any such charge as that ? 

Mr. Ciassen. Well, maybe I jumped at conclusions but that is the 
way the thing has been appearing to me. I read the newspapers and 
the Federal Maritime Board seems to jump in quickly and vigorously 
when the steamship companies are involved. 

The CHairman. Thank you very much. 

Mr. Ciassen. Thank you. 

The Cuarrman. Mr. Robert W. Marshall. 

You may proceed, Mr. Marshall. 


STATEMENT OF ROBERT W. MARSHALL, DIRECTOR, TRAFFIC 
DEPARTMENT, E. I. du PONT de NEMOURS & CO. 


Mr. Marsuautt. Mr, Chairman and members of the subcommittee, 
my name is Robert W. Marshall. I have been in traffic and trans- 
portation work for the last 39 years, the last 18 of which I have been 
director of the Traffic Department of E. I. du Pont de Nemours & Co. 
In that capacity I am responsible for obtaining transportation not 
only for domestic but for export and import services for my company 
as needed and at reasonable costs. 

I am here to ask Congress to specifically authorize by legislation 
conferences to utilize and publish dual systems of rates, subject of 
course to appropriate control by the Maritime Board. 

Our export business during the past 2 years has been more than 
$150 million a year. From that you can see the importance to us 
of the export market. Our participation in that market depends to 
a condsiderable degree on the stability of rates and the regularity and 
frequency of steamship service. 

During the years I have been in my present capacity I can recall 
no instance where we have been subject in our export business to rate 
wars, and with the exception of the World War IT period, when there 
was not adequate shipping space available in the trades we use. We 
attribute these favorable conditions in a large measure to the existence 
of conferences. Conference member lines are not free to jump from 
one trade route to another where business might be better, but under- 
take to give regular and frequent service in the particular conference 
trade route. Changes in rates are made by the conference lines as a 
group and then only after thorough consideration. These facts make 
for stability. Without conference es, as we see it, we could not rely 
on regular and frequent sailings. Without regular and frequent 
sailings export business would be most difficult and we believe re- 
duced. Likewise, without conferences there would be no stability in 
rates, and again without stability in rates export business would be 
most difficult and lessened. In other words, conferences are essential 
to stability of both service and charges and they in turn are essential 
to orderly world trade. 
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In order to be assured of well-functioning conferences we believe 
it is necessary that they be allowed by statute, but with appropriate 

safeguards, to publish and maintain a dual system of rates, the lower 
of such rates to be applied to the traffic of shippers who sign exclusive- 
use contracts. We believe such rates are not discriminatory because 
any shipper can have them by signing such a contract. Nor, as I 
see it, are such rates detrimental to the nonconference carrier, as such 
carriers can always charge the same or lower rates, or can join the 
conference. Without such a system of dual rates it is my sincere 
conviction that many conferences would not be backed by the export 
=. and would break up. Without those conferences rate wars 
would be inevitable, with resultant damage to all concerned. 

It has been my observation over the years that conferences with 
their dual system of rates have benefited all concerned—the American 
exporter, the conference member lines, the United States Merchant 
Marine, and even the nonconference lines. 

In conclusion, I would like to state that I have read the statement 
of Chairman Morse of the Federal Maritime Board before this com- 
mittee at the Washington hearings, as reported in the Traffic World 
of February 28, 1959, and I think he has made a wise and well- 
thought-out presentation which deserves the careful and earnest con- 
sideration of Congress. I endorse generally his position. 

The Cuatrman. Mr. Garmatz 

Mr. Garmatz. Mr. Marshall, in your second paragraph you say: 

I am here to ask Congress to specifically authorize by legislation conferences 
to utilize and publish dual systems of rates, subject of course to appropriate 
control by the Maritime Board. 

Is there appropriate control now or should there be a change ? 

Mr. Marsuatu. The things that I can see that have been done in 
some of the conferences over the years or during the years, maybe 
not continuously, the Maritime Board, I believe, could control simply 
by not approving the conference contracts until they changed those 
practices. 

Mr. Garmatz. Would you want to give more control or take some 
away / 

Mr. Marsnwatu. I would not want to take any away. I do not 
believe that they need any more. Maybe they do. 

To bring out one of the points, some of the conferences have been 
relucant to make their rates available. I believe the Maritime Com- 
mission could correct that simply by saying, “Unless you make them 
available to the shippers we will not approve your conference con- 
tract,” so that I think they have the power and I do not think we need 
legislation. 

We just need reasonable administration of the existing law. I do 
not hold myself out to be an expert on the legal aspects of this. 

Mr. Garmarz. Do you think they are exercising the rights that they 
have now ? 

Mr. Marsuauu. Frankly, we have had no trouble. I have been 
very happy with the condition until this Supreme Court decision and 
I might say that we spend something better than $3 million a year in 
ocean freight on our export business and that is not the total bill be- 
cause some of it the customer himself has paid. We have in the 
neighborhood of 18,000 to 20,000 export shipments a year. We export 
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something in the neighborhood of 1,200 different items and we just 
have not had enough trouble to complain about. 

I, personally, am very much sold on the conferences because I think 
they make it possible for us to do business. I have often wondered 
and I have talked in some of the talks made to some of our organiza- 
tion as to what we would be up against if every line made its own 

rates. 

When we make the sale we have to know what the rate is and 90 
percent of our business is sold f.a.s. to customers but we do the 
exporting and pay the freight and pay the insurance for most of 
them and bill them on the invoice for the material we have sold him 
plus these items. 

Now, if we had to negotiate a freight rate on every one of those ex- 
ort shipments, it would be almost “impossible for us to carry on a 
eo and then, after we do it, every shipment in my opinion, if 
we did not have conferences, would result in a claim from the customer 
claiming that we paid a higher rate than we had to because if we 
had gone to the competitive line we could have gotten a lower rate 
after the fact and we would probably have to pay a claim for having 
used a higher priced line because we would not know on every 
shipment we made. I think I have reason for feeling that way. 
During the war when the war-risk insurance got very high- -partic- 
ularly ‘to South America, the local market for war-risk insurance was 
pretty high because it was arrived at by the prospect of loss. Lloyd's 
of London was lower but, because of currency control, Lloyd’s had al- 
loca‘ed for claims arising in this country a figure which I have for- 
gotten but it was, we will say, $500 million. 1 do not remember the 
figure, but they had allotted that figure to this country for losses. 

“We did not switch to Lloyd’s of London for our customers because 
we were afraid that with some major loss there would not be enough 
money sad maybe we could not get the money until years after the 
war when we could not pay the customer, so we continued to pay 
a slightly higher premium in the local market because we knew if 
there was a loss we would pay the money. We had many of our cus- 
tomers come back and say, “You should have insured with Lloyd’s, 
and it was only a few pennies. If they would do it for a few pennies 
they would do it fora fe w dollars where we would have gotten a lower 
rate by negotiating with somebody else. 

Mr. Garmatz. In other words, dealing with the conference people, 
they are more stable ? 

Mr. MarsHa.t. Definitely, yes, sir. 

The Cuatrman,. Mr. Ray. 

Mr. Ray. I have no questions. 

The Cuairman. Mr. Mailliard. 

Mr. Maru1arp. I have no questions. 

The Cuatrman. Mr. Casey. 

Mr. Casey. I have no questions. 

The Cuatrman,. Mr. Glenn. 

Mr. Gurenn. I have no questions. 

The Cuartrman. Mr. Johnson. 

Mr. Jounson. I have just one question. I want to clear the point 
that you spoke of on Lloyd’s. They kept on deposit $273 million 
and that was subject to suit. There was no question of people not 
realizing their claims, to your knowledge, was there? 
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Mr. MarsHauy. None came up but, of course, we must remember 
that that was during the war and we did not know how large the 
claims might be. 

Mr. JoHnson. And you know of no claims? 

Mr. MarsHatu. We wanted to be sure that we were insured where 
we would be protected. 

Mr. Jounson. For the record, you know of no claims that were 
not honored by a" of London? 

Mr. MarsHatu. That is right. We could have saved money if we 
had insured for our customers with Lloyd’s, but we could not forsee 
that and thought we were being prudent. 

Mr. Jounson. I have no further questions. 

The CuatrrmMan. What are your products ? 

Mr. MarsHautu. Neoprene tetraethylene, dyes, textile fibers, chem- 
icals, 

The Cuatrman. In the chemical field, what do you pay for chem- 
icals? An earlier witness mentioned some problem here with the 
chemicals being shipped. Were you here to hear the testimony ? 

Mr. MarsHa.t. I was here but I could not hear it all back there, sir. 

The CuHatrMan. Do your shipments as an average represent a con- 
siderable amount of money or are they smaller amounts? 

Mr. MarsHauu. They would be small and large because we have 
somewhere in the neighborhood of 18,000 to 20,000 a year and $150 
million. 

The CuHatrman. What would be one of the smallest lots that you 
might ship abroad ? 

Mr. MarsuHatu. It might be just one package. 

The Cuarrman. What would it be worth? 

Mr. MarsHauyu. That could vary all over the lot. There are about 
1,200 items. If it happened to be nylon yarn, it would be one price. 
If it happened to be some paint, it would be another price. 

The CuHatrMan. Would one shipment be worth $100 or $500? 

Mr. MarsHatu. Some would be worth as low as $100 and some 
worth $50,000. 

The Cuatrman. What I want to point out is that you have experi- 
ence in large shipments as well as small shipments. 

Mr. MarsHa.u. Yes, sir, with all kinds. 

The CuHarrMan. Do you find that the interest in your small ship- 
ments by the carriers is equal to the interest demonstrated in the large 
shipments ? 

Mr. MarsHa.u. I know of no instance where it has not been. There 
may be instances where it has not been. 

The CHarrMan. Does the staff have questions ? 

Mr. Drewry. I have a question, Mr. Chairman. 

The CuHatrman. Mr. Drewry. 

Mr. Drewry. Mr. Marshall, you made a statement that conference 
member lines are not free to jump from one trade to another. Do 
you mean that once they are in they cannot get out? 

Mr. Marsuatu. No, not they cannot get out but if they expect to 
maintain their position in that particular trade they cannot just be 
a conference jumper. That has been my observation over the years 
and I have had a little direct contact with it because, for about 16 
years I was on the board of directors of a small steamship line, a sub- 
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sidiary of DuPont Co., and for several years we operated at a loss 
and during a number of those years we would maintain service when 
we knew that ship was going to take a loss on that round trip because 
we did not feel free to “pull it out and put it in some tramp service 
because we had to maintain our position, we felt, in the trade, in the 
conference, and if we do that then we lost our position. Looking at 
the long run we felt that it was the best thing to do to maintain that 
service even though the particular sailing might entail a loss. 

Mr. Drewry. Looking at the longrun, you decided that the longrun 
did not look too bright “and you would get out of it? 

Mr. Marswart. Actually this steamship line has been liquidated, 
and the longrun did not look too bright. 

Mr. Drewry. That is one w ay of cetting out of the conference. 

Mr. MarsHau. We did not jump ‘the conference. It came to a time 
where it was an opportune time where personnel could be thought of 
and some contracts were expiring. I had nothing to do with the de- 
cision but we thought we were in the chemical business and not in the 
transportation business, and that that was a good time to get out of 
the transportation business. 

Mr. Drewry. What is the difference between the situation of a con- 
ference line that decides that the longrun picture does not look bright 
and that of a nonconference line ? 

Mr. Marswauu. Because a great many of the nonconference lines are 
in the trade where they can get the cargo. They do not have a position 
particularly in a trade to the same extent that a conference line does. 

Mr. Drewry. If they made a decision that they wanted to stay in a 
particular trade, then would not the same factors prevail ? 

Mr. MarsHa.. Possibly, but I would not feel that I could rely on 
it to the same extent that I could if they were a conference member 
and had been for some years. 

Mr. Drewry. Do you know what the requirements are among the 
conference members for getting out ? 

Mr. Marsuatu. I cannot answer that. 

Mr. Drewry. Is it 6 months’ notice? 

Mr. Marswatu. I suppose that would vary depending on the par- 
ticular conference contracts, but I cannot answer that. 

Mr. Drewry. Is Du Pont in any shipping enterprise at the present 
time ? 

Mr. Marswatu. No, sir. I might add for the record that we are 
signatories to 28 conferences ; 27 of them outbound and 1 inbound. 

Mr. Drewry. That is all, Mr. Chairman. 

The CuatrmMan. Thank you very much, sir. 

Mr. Marsuatyi. Thank you, gentlemen. 

The Crarrman. The next witness is Mr. Shields. 


STATEMENT OF ALVIN J. SHIELDS, ASSISTANT TRAFFIC MANAGER, 
AMERICAN METAL CLIMAX, INC. 


The CHarrman. You may proceed, Mr. Shields. 

Mr. Sutetps. My name is Alvin J. Shields. I am assistant traffic 
manager of American Metal Climax, Inc., New York, N.Y. In this 
position I am responsible for handling the ocean transportation af- 
fairs of the company. 
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My transportation experience covers a period of 25 years in indus- 
trial traffic management, in both domestic and foreign commerce. I 
am an Interstate Commerce Commission pr actitioner. My responsi- 
bilities, however, have been substantially in connection with ocean 
transportation. Before being engaged by my present employer, a 
little over 2 years ago, I was traffic manager of a chemical company 
for 15 years and managed a ship-chartering subsidiary as its secre- 
tary. At the same time the nature of the business also required the 
employment of liner vessels on cargo which was adaptable to that type 
carriage. 

American Metal Climax, Inc. was last year rated 68th in the For- 
tune magazine directory of the 500 largest U.S. industrial corpora- 
tions. The company is engaged primarily in the mining, smelting, 
refining and/or sale of copper, lead, zinc, molybdenum, tin, precious 
metals, and potash. Operations are worldwide and involve ocean 
transportation from and to the United States and between foreign 
countries. 

The transportation we require involves the use of conference and 
nonconference carriers, and charter tonnage. While an important 
segment of our business is more adaptable to charter operation than 
liner transportation, a substantial part requires regular, frequent, de- 
pendable liner service at stable rates. Generally this is best provided 
by conference carriers. To the extent that it promotes stability in 
rates, we are in favor of the conference system. Since conference car- 
riers need some manner of protecting their investment, we feel dual 
rates or legalized rebates as opposed to the only apparent other alter- 
native, namely rate wars, are preferable. I desire to emphasize, how- 
ever, that we favor stability of realistic rates. If newspapers have 
correctly reported testimony of some previous witnesses, to the effect 
that shippers are more interested in stability than the rate level, we 
do not share their views. 

The CuarrmMan. I want order. 

Now you may proceed, sir. 

Mr. Sutetps. When competition is between American shippers or 
importers governed by rates of the same ocean freight conference, 
the two parties are more or less on an equal footing. and the trans- 
portation cost is not necessarily a determining factor between them. 

On the other hand, when competition for a foreign market involves 
a shipper in another foreign country or, for that matter, another 
American shipper whose rates are made by another conference, then 
stability, without a realistic competitive rate, loses its significance. In 
developing or amending legislation, we ask that Congress do not 
underestimate the importance of the rate level in their quest for 
stability. 

For the most part, conferences have recognized our problems. It 
sometimes requires considerable and protracted negotiation, but ulti- 
mately the needed rate is usually established. This is not meant to 
be an indictment of the conference or dual rate system. I venture to 
say that the nonconference operator with a tie on a shipper or even 
without a tie but with sufficient cargoes readily available to fill his 
vessels would also be reluctant to reduce his rates. If some form of 
tying arrangement is ultimately considered by Congress, the present 
all-or-nothing requirements of some contracts should receive 
consideration. 
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Presently many contracts bind subsidiaries or affiliates of the sig- 
natory. This, of course, is understandable to prevent an evasion of 
one’s ‘obligations under the contract by shipping in the name of an 
affiliate. However, two units of the same firm may have entirely dif- 
ferent operations. One may be adaptable to conference service and 
the other may not. Likewise, within one unit of a company the all- 
or-nothing provisions of some contracts can impose an unfair burden 
on some shippers. Exceptional circumstances relative to changes in 
characteristics of shipments, say size, could result in certain ship- 
ments lending themselves to chartering with which operation the 
conference carriers could not compete. The shipper, however, being 
tied to an exclusive patronage contract offered by the conference pri- 
marily to protect itself against a nonconference liner operator, can 
not avail himself of the alternative substantial charter savings by 
using a tramp steamer, without forfeiting conference contract savings 
on liner-size parcels for the future. 

In this connection, bear in mind that the liner rate is predicated 
on normal liner-size parcels not charter-size tonnage. The problem 
is not one that can necessarily be attributed to action on the part of 
the conferences. The law itself requires equal treatment for all ship- 
pers and a more or less standard form of contract is presently 
necessary. 

We feel it should be possible to solve what some parties may con- 
sider drawbacks to the dual rate system without scrapping the sys- 
tem. We believe that the average nonconference carrier does not de- 
sire the elimination of the present arrangements. Generally—we 
know of only one exception—the nonconference operator will discount 
the conference rate. When left without a rate to discount we have 
found they are not necessarily realistic. 

We contend that it is in the general interest that Congress enact 
legislation that will provide stable rates and assure the continuance 
of regular, frequent, and dependable liner service. 

The CHarrmMan. Mr. Ray. 

Mr. Ray. I have no questions, Mr. Chairman. 

The CuarrMan. Mr. Garmatz 

Mr. Garmatz. I have just one question. You say in your third 
paragraph, “legalized rebates.” What do you have in mind ¢ 

Mr. Surevps. I have in mind, for example, something which I 
know you have had testimony about, the deferred rebate system which 
is in effect in European countries and other foreign nations which 
gives you, in effect, a comparable setup to the dual-rate system we 
have here. 

Mr. Garmarz. On the second page you say: 

If some form of tying arrangement is ultimately considered by Congress 


What do you mean by “tying arrangement”? 

Mr. Sutetps. It has been referred to here that the dual rate is a 
tying arrangement, and, assuming that Congress arrives at legisla- 
tion “whic h legalizes the dual-rate system or legali izes rebates, that is 
the tying arrangement. 

Mr. Ga ARMATZ. That is all. 

Mr. Suientps. The point that IT was making there was this: Right 
now, as we know, many conferences do not have the dual rates or 
rebates that we discussed and, if legislation is definitely put in to 
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clarify the situation, as has been submitted in previous testimony, 
many conferences will adopt that dual-rate setup. 

The CHarrman. You have a fine statement here. There is one 
thing that I want to assure you of. We are interested in the last 
sentence on page 1, you say: 

In developing or amending legislation, we ask that Congress do not under- 
estimate the importance of the rate level in their quest for stability. 

We want proper rate levels as well as stability and that is the reason 
we were greatly interested in the summation of one witness who ap- 
peared here where he summed up the procedure by which they went 
about arriving at rates. 

We want to hear some more about that. I want to hear equally 
much about it from nonconference operators as to jt ist how they go 
about it. Instead of using somebody else’s style, I want to know 
how they go about setting up their rates. I want to hear from them. 

I Ne to ask the principal witness for one of the big nonconfer- 
ence lines to give me some outline of that procedure when he comes 

ck before the committee, and we will have him back. 

Mr. Surevps. I do not mean to imply that we have not been obtain- 
ing realistic rates from the conference carriers. That is the point 
that I am making, starting off at top of the second page. For the 
most part conference carriers have recognized our problem. I am 
merely, not having sat in on all of the testimony, taking issue with 
something that I saw in the papers that stability was the main thing. 
Of course, if you cannot meet a competitor shipping out of Europe to 
the Mediterranean or shipping out of E urope to Africa, stability 
means nothing. 

The CuatrmMan. The subject we have before us is a two-way propo- 
sition. We are just as interested in the economy of this Nation and 
the industry of this Nation as we are in this shi ipping business. They 
both must go hand in hand. They must fit together if we are going to 
preserve ourselves and preserve the American merchant marine, whicl 
we are delegated to preserve for both commerce and the national 
defense. 

Mr. Downing? 

Mr. Downtne. I have no questions. 

The Cnarrman. Mr. Mailliard ¢ 

Mr. Maruirarp. I have no questions. 

The CHatrrman. Mr. Glenn ! 

Mr. Guenn. Ihave oh meee 

ae an. Mr. Johnson ? 

Mr. JoHNson. [have no question S. 

The CHarrmMan. You have a fine witness here. 

Mr. Downtne. It was a fine statement. 

The Cuarrman. Mr. Casey ? 

Mr. Casry. I have no questions. 

The poe AIRMAN. Mr. Johnson. 

Mr. Jounson. How do the rates on your products eastbound and 
W estbound compare ¢ 

Mr. Sutetps. The predominant movement of our products in the 
North Atlantic trade, which I presume you are referring to in relation 
to Mr. 7 ierda’s testimony ¢ 

Mr. Jounson. Yes. 
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Mr. Sutetps. The predominant movement is eastbound. The rate 
is higher coming from the United Kingdom to here but there is not 
any real mov ement of ¢ argo in that direction, you see. 

Mr. Jornson. Now, you take steel. The testimony is that is not true 
of steel, that e: astbound the rate is lower than westbound. 

Mr. Surexps. If I said in the opposite, then I misstated my point. 
Our rate is lower on copper from here to the United Kingdom than it 
is on copper from the United Kingdom to here. 

Mr. Jounson. How can you account, then, for the fact that for a 
commodity occupying the same space and on the same ship that a 
conference can have a substantial variation in rates eastbound and 
westbound ? 

Mr. Suietps. There would be perhaps a pretty different makeup 
of the cargo in the two different directions. You could have in one 
direction for the basic cargo a low-paying cargo, maybe ore or things 
of that type, which naturally take a low rate “and the overall cost of 
the voyage would necessitate different rates in one direction than the 
other, say, on your general cargo. The same types of cargo do not 
always move in different directions and when you have a ship 3 you can 
have an altogether different cost in one direction than in the other. 

Mr. Jonnson. Lhave no further questions. 

Mr. Surextps. If I may, I would like to make this point. I have 
heard a lot of testimony this afternon while sitting here about for- 
eign lines. We have found the foreign lines exceptionally helpful 
to us in meeting competition from other for eign countries. 

Mr. Garmatz. Are they conference members ? 

Mr. Sutetps. That is right. 

The Cratrman. Are you a si ignatory or contrac ang shipper ? 

Mr. Sntexps. We are signatory to, I would say, 22 2 contracts to and 
from the United States and to contracts in other directions all over 
the world from one foreign country to another. 

Mr. Cuamman. You do your business under a dual rate system ? 

Mr. Sutetps. That is right. 

The CuHatrman. What do you mean in the fourth paragraph here, 
the first sentence, when you say: 

The transportation we require involves the use of conference and nonconference 
earriers, and charter tonnage. 

Mr. Suteips. Because our business is such that we have various types 
of materials. In certain directions we have tremendous quantities that 
would lend themselves to a full cargo charter vessel, a tramp that 
might come along today, you see, whereas we might also have 500 tons, 
or 25 tons in another trade which would certainly not lend itself to 
chartering at all. 

When you are in the metal business, you must have ore to produce 
your metal, the ore movement will be tremendous and will lend itself to 
chartering, whereas the finished product will go out in smaller lots. 

The CHatrmMan. I am just trying to find out how you use these three 
under your contract. 

Mr. Suietps. Because, for example, we would not necessarily have a 
contract in the trade where the charter operation is moving. That is 
the main point of the present system. A man has his choice. He can 
take a nonconference, he can contract, or go by charter. If he charters 
he takes a risk. 
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The Carman. I understand that he does. On trades that do not 
have a scheduled conference, you use nonconference carriers ¢ 

Mr. Surevps. For ex: imple, a perfect example would be one, say, 
from Africa. We bring in metal from Africa but not in quantities 
that would lend themselves to a charter operation. But we also bring 
in full cargoes of ores that are eventually made into other metals and 
are shipped from here. 

Now, there is no contract signature required in that particular trade. 
In fact, right at the moment there is not a real conference there. It is 
an agreement filed with the FMB for two or three lines that partici- 
pate, you see. 

Now, if in that particular trade after the settlement of this dual-rate 
matter there were dual rates put in there, I would like the right, for ex- 
ample, to be able to charter my full cargoes on the outside and shin my 
metals within the contract. 

Now, under the present law, which requires that if you want a con- 
tract with that conference, and I wanted a contract with that con- 
ference, the contract has to be identical and if I am willing to take a 
risk on my qui untities, Say, in excess of 5,000 tons and you are not, it 

seems that there should be a happy medium there. It should not be 
that you must make it an all-or-nothing arrangement, you see. 

The Cuarrman. Then what you say is ; the answer to those who have 
testified wanting a uniform contract. 

Mr. Suietps. They have said one thing and I am saying another. 

The Cnarrman. I understand that. 

Mr. Sturevps. They say that for all conferences we should have one 
standard form of contract. I have no objection to that. I have no 
special feelings on the point, but within a conference the contracts 
should not necessarily have to be identical for everybody. For ex- 
ample, if you are not willing to absorb the risks when we have another 
Suez or something of that nature, of the charter rates going sky high 
on a full cargo and you want the lines to take it, you would have that 
in there and would have that right, but if I want to limit my shipments 
to liner parcels of 5,000 tons or even 8,000 tons and I want to charter 
above that, I would have the right. 

Mr. Garmatrz. You would have a legitimate reason. 

Mr. Sutietps. You see, the two operations are different. A charter 
operation and liner operation are different but, as far as the liner op- 
eration is concerned, we have found no objection to the present dual- 
rate conference system. 

Mr. Casey. Mr. Chairman. 

There is nothing to prohibit the conference from having a contract 
like that now as long as they offer it to everyone, is there? 

Mr. ao I cannot hear you, sir. 

Mr. Casry. I say there is nothing in the law to prohibit a confer- 
ence be allowing that now so long as they make that provision for 
everyone, is there? 

Mr. Sinmerps. I interpret it that there is because there can be no 
discrimination in favor of one shipper versus another and therefore 
they must issue a contract that is identical for all. 

Mr. Casey. Then what you favor is approval of a conference agree- 
ment by the Maritime Board which would permit the conference to 
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enter into agreements with shippers providing for so many charter 
contracts a year if the shipper wanted to do that ? 

Mr. Suievps. No, but, for example, getting back again to this one 
particular trade we were just discussing, | now move full cargoes from 
one South African port. 

Mr. Casry. That is ore ? 

Mr. Sutevps. That is ore, and I move small parcels of ore from an- 
other South African port to another U.S. port. I also move metals 
from another South African port to the United States. Now, if as 
a result of the definite clarifying of the dual setup that group of car- 
riers were to put in a dual-rate conference contract that required sign- 
ing up for all or nothing, then I would be precluded from moving “by 
charter, full cargoes if I wanted on the metals to take advantage of 
the liner conference arrangement, yet the full cargoes ordinarily would 
not be desired by the conference. They would not be able to serve the 
regular customers. There are two distinct and separate operations. 

We recently had a situation where I was approached by our people. 
Unexpectedly they had 8,000 tons to move from a particular place 
where we had moved nothing but parcels. We are a signatory to that 
particular conference contract. They asked me if we could charter 
to take advantage of the savings, which was about $4 a ton less, and 
the answer was “No.” We made acommitment, we have a contract and 
we just have to pay the $4 extra. But that conference could not have 
given me any contract other than they did because John Doe next 
door was entitled to equal treatment, don’t you see, and, if he never 

came across an 8,000-ton parcel, the fact that he is bound for any 
quantity means nothing to him. 

The Carman. Would you not advocate that that should be left 
to business administration in the conference ? 

Mr. Surevps. If the law permits them to issue a contract different 
for one party than for another, which is true in certain foreign coun- 
tries. 

The Cuatrman. I did not mean issue a different contract between 
parties but a contract that had a proviso in it for such situations of 
a major movement and that then it should be left for negotiation with 
the conference. 

Mr. Surevps. It should if the law permits them to give a party a 
different contract than given to the other party. 

The Crarrman. The contract would be the same for each shipper 
but one shipper never would be in that position where you might be? 

Mr. Surexips. That is right. 

The CHarrmMan. So that would be awarding the same contract to 
everybody. 

Mr. Sutexps. In other words, if it said that for quantities in excess 
of 8,000 tons you were free to arr: inge other transportation. 

The Cuamman. I s say that that is something which should be left 
for negotiation with the conference. 

Mr. Sureips. That is true if the law permits them to do it. As I 
understand now the law does not permit them to do so. 

The CHarrMan. There is such a thing as negotiating a project rate. 
Could that come under a project rate provision ? 

Mr. Surexps. There are certain exceptions but at the prexent time 
if I sign a contract that includes my metals and whatever | Ihave to 
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ship, under certain conference contracts I must either sign that and 
ship my metals and my ores by the conference or shift for myself 
with the metals which do not lend themselves to, say, chartering. The 
two different commodities within one corporation do not lend them- 
selves to the same type of transportation. Yet certain conference con- 
tracts will not acknowledge that fact and it will require coverage for 
everything you have to ship. 

The Cram MAN. In the long run, with which would you be better 
off? 

Mr. Surevps. We are advocating the continuance of the conference 
system, the continuance of the dual rate or some other system to pro- 
tect the conference carriers for the large investment they have put up. 
We would be in a bad way without them in many of our trades. 

We are only saying that in certain trades where it is a type of cargo 
that does not lend itself to liner transportation we feel that the con- 
tract should not bind the party to ship that at a rate which is not 
competitive with the other type of operation. 

Mr. Ray. Would the chairman yield for a question ? 

The Cuarrman. Yes, Mr. Ray. 

Mr. Ray. If I understood what has just been asked, it could be 
paraphrased in this way: If all the contracts in this particular con- 
ference gave permission to charter where the tonnage was 8,000 or 
more per shipment, you would have a uniform contract. You would 
have perhaps only one, maybe two, who would ever have occasion to 
take advantage of that exception, but would not that contract be per- 
missible under present law if the conference agrees to it and they 
extend the same contract to everybody ? 

Mr. Suievps. That is right. 

Mr. Ray. I felt that was the point of the chairman’s question. 

The CuarrmMan. That is so. 

Mr. Sutexps. Yes. 

The Cuatrman. Are there any further questions? 

Thank you, Mr. Witness. 

The hearings tomorrow will be conducted by Mr. Garmatz. 

In behalf of the committee and myself I want to thank the wit- 
nesses that appeared before us for your frankness and fairness and 
the information which we have g: athered from you. 

If there is any further m: ter pertaining to this subject that you 
think of as time goes on, we would be glad to have you supplement 
your statement w ith such suggestions as you think would be beneficial 
to the committee and to the general study. 

We will recess at this time and the committee will meet tomorrow 
morning at 10 o’clock. 

(Whereupon, at 4:55 p.m., the committee adjourned to reconvene 
at 10 a.m. Thursday, April 9, 1959.) 
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THURSDAY, APRIL 9, 1959 


House or REepresENTATIVES, 
SreciaL SUBCOMMITTEE ON STEAMSHIP 
CONFERENCES, OF THE COMMITTEE ON 
Mercuant MARINE AND FISHERIES, 
New York, N.Y. 

The subcommittee met at 10 a.m., pursuant to adjournment, in room 
705, Maritime Administration Building, 45 Broadway, New York, 
N.Y., Hon. Edward A. Garmatz presiding. 

Present: Representatives Garmatz (presiding), Zelenko, Downing, 
Casey, Ray, Mailliard, and Glenn. 

Staff members present: John H. Drewry, chief counsel; Bernard 
J. Zincke and Robert H. Cowen, counsel. 

Mr. Garmatz. The meeting will come to order. 

I have a list of names of persons who have asked to appear before 
the committee and testify or to submit a statement. I would like to 

call out the names to find out who is here this morning so that we will 
Sane how many witnesses we are going to have. 

Is Mr. Wright ne general tr aftic manager of the Carborundum 
Co. of Niagara Falls, N.Y? I understand he will not appear 

Is Mr. Sinclair here; Mr. Allen of the buyer- burlap section of 
Chase Bag Co? Is Mr. Crosby of Balfour, Guthrie & Co. here? 

Mr. Crossy. Yes, sir. 

Mr. Garmarz. Mr. Coron, vice president, Dyson Shipping Co. ? 

Mr. Coron. Yes. 

Mr. Garmatz. Mr. Phillips, traffic manager of the Columbian Rope 
Co; Mr. Merritt of Stein Hall & Co; and Mr. Kelly, vice president, 
Muller & Phipps (Asia) Ltd.? Is Mr. Shelley here, Mr. Calderone ? 
Is there anyone else here who was to testify / 

We will start with Mr. Crosby of Balfour, Guthrie & Co., 72 Wall 
Street, New York, N.Y. 


STATEMENT OF E. H. CROSBY, GENERAL TRAFFIC MANAGER, 
BALFOUR, GUTHRIE & CO., LTD., NEW YORK, N.Y. 


Mr. Garmatz. Mr. Crosby, you may proceed. Will you give your 
name for the record ? 

Mr. Crossy. This is a statement of E. H. Crosby, general traffic 
manager, Balfour, Guthrie & Co., Ltd., 72 Wall Street, New York. 
I have been employed in the export and import transportation field 
since 1923 and have been with Balfour, Guthrie & Co., Ltd., in traffic 
capacity from 1932 to the present. 
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Balfour, Guthrie & Co., Ltd., are engaged in export and import 
trade on a worldwide scope. During the calendar year of 1958 export 
tonnage amounted to approximately 60,000 freight tons representing 
approximately slightly over $2 million in freight charges; whereas 
our import tonnage ran approximately 50,000 tons contributing ap- 
proximately another $2 million in freight charges; or in other words, 
our total tonnage which we controlled was approximately 110,000 
freight tons representing $4 million in freight payments. 

From the foregoing figures, it must appear obvious that the services 
offered by nonconference carriers are wholly inadequate to meet our 
needs. In fact, to many of the areas where our exports are destined 
as well as the areas at which our imports originate no nonconference 
service exists. We are, therefore, dependent upon the conference lines 
to supply a regular and continued service to such areas in order to 
satisfy our flow of business which is more or less constant to many 
areas, even though no contract system might apply to such areas. 

In respect to the areas where the “dual rate” exclusive patronage 
contracts apply, we have found it wholly impractical to negotiate 
business on the basis of rates offered by nonconference lines when their 
ships are available in company with the full conference rate offered 
by the conference lines maintaining a regular service, since the 
greater volume of our trade must, of necessity, move by conference 
carriers offering a regular service. 

We have found it to our advantage to sign exclusive patronage con- 
tracts with 23 different conferences in order to gain the benefit of a 
freight rate 10 to 20 percent lower than the conference rates and 
more in line with rates offered by the nonconference carriers thereby 
placing us in a much better trading position. 

We are, therefore, convinced that the continuance of the “dual rate 
exclusive patronage contract” system is essential in order to main- 
tain stability of rates and continued regularity of service. 

Mr. Garmatz. Mr. Crosby, I would like to ask you one question. 
You stated that you handle many tons of imports and exports. What 
do you import and export mostly ¢ 

Mr. Crossy. The imports are confined to a few basic commodities, 
coffee, wool, lumber, vegetable oils, and certain miscellaneous spices 
and various small commodities. 

The exports are mainly flour, tobacco, automobiles, heavy machin- 
ery, and a vast list of items such as you would find in a Sears, Roe- 
buck store or an A. & P. grocery store. I mean the number of com- 
modities is extremely great. 

Mr. Garmatz. Mr. Downing. 

Mr. Downtnea. Mr. Crosby, do you have any suggestion as to how 
conferences can better themselves to help the shippers or the public 
in general? In other words, what criticism do you have of the con- 
ferences if you have any ? 

Mr. Crossy. I do not actually have any real criticism of the present 
system. We have found it quite suitable for our needs. 

Mr. Down1ne. Have you ever had occasion to protest a rate? 

Mr. Crossy. We have had occasion to ask for a reduction in rate 
to meet competition for similar goods which arises in a foreign coun- 
try being sold in the same markets as our goods are sold. 

Mr. Down1tnc. What was your experience in that line? 
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Mr. Crospy. Our experience has been favorable in that connection. 
Of course, there is a certain limit which they cannot go below but our 
demands, T feel, have been reasonable and have been given careful 

onsideration and in most cases we have had some relief after the 
matter has been carefully discussed by the member lines of the 
conference. 
Mr. Downina. Thank you. That is all, Mr. Chairman. 
Mr. Garmatz. Mr. Ray. 
Mr. Ray. With the element of rates removed from the competitive 
‘a, What sort of competition exists for your business ? 
Mr. Crossy. I do not quite understand your question, sir. 
Mr. Ray. The conference agreements establish the rates? 
Mr. Crossy. Yes. 
Mr. Ray. We have been told that there are other elements that make 
the situation still a competitive one, that one can offer faster service 
perhaps or better facilities on the ship, better schedules, and I do not 
know what all the factors are, but it has been said that there is com- 
petition among the shipping lines with the one factor of rates elimin- 
ated. I am asking how that competition works? I assume you do 
not put your requirements and ask the companies to do the equivalent 
of bidding. We cannot talk about bidding when they cannot mention 
prices perhaps, but what is the competition / 

Mr. Crossy. Do you mean competition between the member lines 
of a given conference excluding the nonconference carriers? 

Mr. Ray. Yes. 

Mr. Crossy. Perhaps I can best explain that in this way. We have 
a big volume of trade to West Africa. That is the area to which the 
inultitude of food products and clot! ling items and various Sears, 

Roebuck items are sent because we maintain, through our parent 
company in London, some 300 stores which are similar to the depart- 
iaent stores, you see, in this country. 

Time is the most important element. For example, if we are ship- 
ping goods from New York to Belgian Congo, we will utilize the 

services of the Belgian line to the greater extent because they run 
an express service from New York to Matadi. 

Mr. Ray. That is not a competitive situation. 

Mr. Crossy. It is competitive to a certain degree. You have the 
Farrell line going down to Matadi but by a longer route taking ap- 
proximately ‘10 to 14 days longer. It would not be practical for us 
from a sales point of view, getting the goods on the shelf to be sold 
in the foreign market, to not get there fast, so that, therefore, the com- 
petitive time factor is very important to us even though the rates are 
equal. 

Does that answer your question ? 

Mr. Ray. Let me go a little further. Does that mean that on this 
business of West Afri ica, you patronize one line most of the time ? 

Mr. Crospy. At least 80 percent of our tonnage would move on that 
one member line of this particular conference and in like manner ton- 
nage to the more northern ports in west Africa would move on certain 
other lines of the same conference because of their time factor. 

Mr. Ray. And the business would tend to concentrate on the one 
line in the one case and the other line in the other case? 

Mr. Crossy. Pretty much so, yes. 
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Mr. Ray. Does not that point toward the conclusion that the rates 
are the only competitive factor which could enter into the situation 
and the rates being removed you just make a selection of one line which 
suits your purpose e? 

Mr. Crossy. Let me explain a little further. There is no contract 
system in that conference and there are no nonconference carriers 
operating in that area. 

Does that change your question ? 

Mr. Ray. Yes, it does. 

Mr. Crossy. It is merely a question, then, where the rate is equal 
by all of the member lines of that conference. That is why I say 
time in transit is the point and the line that delivers the goods fastest 
gets the mostest. 

Mr. Ray. Is there any route on which you ship where there are in- 
dependents? 

Mr. Crossy. Yes, we have trade into the Mediterranean—to Beirut, 
Lebanon, to be more specific—where you have at least one well- known 
nonconference carrier. 

Mr. Ray. Are that carrier’s rates the same as those of the conference 
carrier’s ? 

Mr. Crossy. No. Automobiles are the principal item we ship to 
Beirut. The full conference rate on unboxed automobiles is $39.50 
today. The contract rate is $33. The rate offered by the noncon- 
ference line is $30. 

We have not used nonconference service. 

Mr. Ray. That is practically 20 percent difference, is it not? 

Mr. Crospy. The difference between the full conference and the 
contract ? 

Mr. Ray. That is right. 

Mr. Crossy. It is about 18 percent. 

Mr. Ray. You speak of the difference ranging from 10 to 20 per- 
cent. Is there one that is more prevailing ? 

Mr. Crossy. There is one example to the Persian Gulf on the same 
commodity, automobiles. The conference rate is $40 on automobiles. 
There is one nonconference line who also maintains the $40 rate. 
There is another nonconference line that charges a flat 10 percent un- 
der the conference rate or $36. There is no contract system in this 
conference. 

Mr. Ray. If you are in the conference, you pay the full rate? 

Mr. Crossy. That is correct, sir. 

Mr. Ray. Is there anything else which might be considered a com- 
petitive factor ? 

Mr. Crossy. Nothing of any material nature that I can think of at 
the moment. 

Mr. Ray. Thank you very much, sir. 

Mr. Garmatz. I have just one question. You talked about your 
difference in rates at these different places between conference and 
nonconference and stated that you shipped with the conference. Does 
the time in sailing play a part as far as you are concerned ? 

Mr. Crospy. Are you now comparing the conference and nonconfer- 
ence? 

Mr. Garmatz. Take the $40 automobile and the $36. How does 
the service compare? For the difference in money, what is the differ- 
ence in time? 
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Mr. Crospy. The actual time in transit is practically the same. It 
does not vary more than 1 or 2 days in the actual steaming time. 

Mr. Garmatz. How about the sailings? 

Mr. Crossy. Sailings are another thing. This particular noncon- 
ference carrier to Beirut maintains one sailing a month whereas the 
conference lines will have an average of six or ‘eight sailings a month. 
That is the reason why we must use the conference carriers to give us 
the service we must have. 

Mr. Garmatz. That, in turn, also means a saving ? 

Mr. Crossy. It does. 

Mr. Garmatz. So that there is not really a 10 percent difference 
after all, is there ? 

Mr. Crossy. Now you are prying into my private affairs. 

Mr. Garmatz. You do not have to answer the question. 

Mr. Crosspy. We are not using our own money. We are using some- 
body else’s money. 

Mr. Garmarz. It costs you more money but, on the other hand, you 
get more sailings? 

Mr. Crospy. There is a saving on the interest on capital investment. 
That is true. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Maritrarp. I am interested in this situation you describe in the 
Persian Gulf where there is no contract system. 

Do I understand that you still exclusively use the conference lines 
and do not ship at the $36 rate? 

Mr. Crossy. This may sound ridiculous but up to the present time 
we have stayed exclusively with the conference lines. 

Mr. Marrirarp. Why? 

Mr. Crospy. This may sound silly, too. We just do not like non- 
conference carriers. 

Mr. Mariurarp. So that this is a matter of company-wide policy, 
I gather. 

Mr. Crospy. More or less. 

Mr. Marutarp. Although in this trade on a given shipment you 
might have a net saving of $4 because there would be no difference 
in transit time provided you had something ready to go when the 
nonconference line had a sailing, as a matter of company policy you 
do not use the nonconference lines ? 

Mr. Crossy. U p to the present time we have never used a non- 
conference line to the Persian Gulf. We may one day if we have to 
seriously economize to keep in competition with other shippers to that 
area of the same commodity. 

Mr, Mariutarp. Would you before you took that step ask the con- 
ference line to reduce the rate if you found it necessary ? 

Mr. Crosny. We certainly would. 

Mr. Maiuurarp. Is there any trade in which you use nonconference 
lines ? 

Mr. Crossy. As Balfour Guthrie, no; but we have had several oc- 
casions, very few, where it has been demanded from our consignee 
that we utilize a nonconference carrier. We then make it perfectly 
clear that we cannot in anyway participate in the shipping of those 
coods, we must sell the goods on a strictly f.a.s. basis, he must. ar- 

range his own bookings, his own forwarding, and pay his own freight 
c harges . 
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We have recently had one situation of that sort. It hag been one 
shipment during the whole year. 

Mr. Maiiirarp. If most people in your business adopt the policies 
that you do, there would not be any need for any contract system, 
would there ? r 

Mr. Crosny. Yes, I think there is need for the contract system. 

Mr. Marii1arp. You would give the conference lines al] the busi 
ness whether there is a contract system or not ? 

Mr. Crosny. Wait a minute. If the contract system is ruled out 
and I am forced to use the higher conference rate as opposed to the 
nonconference carriers and the difference is more than 10 percent, if 
it is 20 percent, then I am forced to a new way of thinking. As long 
as the difference is no more than 10 percent, it has been the policy 
of our company and our affiliates to utilize almost exclusively con 
ference carriers and with the use of the contract rates as opposed to 
nonconference carrier's rates the difference is rarely more than 1) 
percent, sometimes even less. 

Mr. Mariutarp. Do you not think, Mr. Crosby, as a matter of fact, 
if dual rates were eliminated entirely that the conference rate would 
become the contract rate as a matter of practicality ? 

Mr. Crossy. I do not know. I would not want to prophesy whether 
it would or not. 

Mr. Mariiiarp. Let me put it this way. Where the dual rate does 
not exist, the difference between the conference and the nonconference 
rates, the difference between the noncontract and the independent rate 
is considerably smaller, is it not, in general than where the dual rate 
does exist ? 

Mr. Crosspy. Yes, the spread. 

Mr. Maiu1arp. Would that not lead us to the probability that, 
if there were no dual rates, that the spread between the conference 
and nonconference rate would probably not exceed 10 percent ? 

Mr. Crospy. I am rather doubtful of that. My feeling is that we 
would then start a rate war. You would have ‘the conference and 
nonconference carriers competing against each other which the con- 
tract rate, in my opinion, prevents. 

Mr. Maruurarp. Then do I gather from that that with your wide 
experience in shipping all over the world that you have come to the 
conclusion that the dual rate system is a necessary device to main- 
tain the conference in an effective position ? 

Mr. Crospy. Thatisright. That is my belief. 

Mr. Maiiurarp. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Glenn. 

Mr. Gienn. Mr. Crosby, in the event that you had a sizable ship- 
ment going into Antwerp and you were dealing with your conference 
carriers, What would be the criteria that you ‘would use in choosing 
the carrier other than the rate ? 

Mr. Crospy. Everything else being equal, we would choose the car- 
rier that has a ship on berth at the time which best suited our needs. 
We do not discriminate amongst the member lines of any conference 
as long as they are on a more or less even basis. In the case of Ant- 
werp, the time factor is not too great. It may be a day one way 01 
the other. 
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Mr. Guenn. Would there be considerations given to the type of 
the shipment as concerned with the accommodations in the ship that 
would be sailing ? 

Mr. Crossy. No, not necessarily. 

Mr. Gienn. You are acting purely as an agent in all your trans- 
actions, are you not 4 

Mr. Crossy. No. We act as an agent in certain areas particularly 
in the west African area where we receive direct orders from our 
overseas principals to buy certain goods for which we place the orders 
with the manufacturers in this country and Canada. The goods are 
consigned to us at seaboard. We pay for them. We do all of the 
. warding ourselves and then reinvoice the goods at the cost we pay 
for them plus our handling charges, out of pocket expense plus an 
overall commission. We do not collect any freight brokerage. I 
estified to that at the freight forwarders hearing. Our forwarding 
service is a part of our overall buying service. 

Mr. Guenn. Do you have regular clients or customers or whatever 
you may call them that you serve year after year? 

Mr. Crospy. That is correct. 

Mr. GuiEnn. Is your business competitive ? 

Mr. Crospy. That is right. 

Mr. Guenn. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Casey 

Mr. Casey. Mr. C rosby, is s the Persian Gulf the place where you use 
the conference lines even though there are independent lines operating 
at a lower rate? 

Mr. Crossy. Yes. Up to the present time we have never used any 
of the nonconference lines in the Persian Gulf. 

Mr. Casry. How many nonconference lines are operating in that 
trade ? 

Mr. Crossy. Tomy knowledge only two. 

Mr. Casry. Two. How many lines are there in the conference ? 

Mr. Crospy. I believe four or possibly five. I am not quite sure. 

Mr. Casry. Are the nonconference lines foreign lines or American- 
flag lines? 

Mr. Crossy. I do not really know the answer to that because I have 
not had the interest to find out because I have not used them. 

Mr. Casry. You have no other reason than you have given before 
that it has just been your policy to use the conference lines and you 
like their service and have continued to use them. Is that the best 
explanation you have for it ? 

Mr. Crospy. That is generally the correct statement. 

Mr. Casry. That is all. 

Mr. Maiwuiarp. Mr. Chairman, could I ask one more question ? 

Mr. Garmatz. Mr. Mailliard. 

Mr. Marnu1arp. Mr. Crosby, you mentioned in answer to some other 
question that you did not do something as Balfour, Guthrie, and I 
understand that you have many affiliates, the parent company and 
so forth. Are any of those affiliates or the parent company directly 
interested in the shipping business ? 

Mr. Crossy. Balfour, Guthrie is itself interested in the shipping 
business because on the Pacific coast we are agents for several shipping 
lines. 
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*, Marirarp. Do you have any connections other than as agents? 
I am not thinking so much of Balfour, Guthrie as I am of B: alfour, 
Williamson. 

Mr. Crossy. Balfour, Williamson is in London, our head office. 
Weare an affiliate in effect. 

I might mention that Jardine-Matheson in Hong Kong and 
Peiping are in trading and shipping. 

Mr. Mariurarp. They are directly in the shipping business ? 

Mr. Crossy. That is correct. 

Mr. Mariurarp. Is it a matter of policy with them to operate in a 
shipping confe rence / 

Mr. Crossy. I have no way of knowing, but in goods shipped from 
the United States to them, ‘they are always shipped on conference 
carriers. 

Mr. Mariurarp. That is all. 

Mr. Drewry. To follow up on Mr. Mailliard’s question, Mr. Crosby, 
do you know the names of the shipping companies which Balfour, 
Guthrie or affiliates are agents for on the west coast ? 

Mr. Crospy. Yes. Grancolombiana is one. Hamburg-American 
Line is another. We represent Moore-McCormack in Vancouver; we 
represent a Peruvian line, the abbreviation is CPV. 

Mr. Drewry. Trading is done on the West coast, too ? 

Mr. Crospy. Trading is also done by a different division of the San 
Francisco office. 

Mr. Garmatz. Could you furnish that for the record ? 

Mr. Crosby. Yes, I will be glad to. 

(The information referred to follows:) 
Batrour, Guturie & Co., LYo., 
New York, N.Y., April 30, 1959. 
(Dictated April 24.) 
Mr. R. H. Cowen, 
Counsel, Old House Office Building, 
Washington, D.C. 

DEAR Mr. Cowen: At the conclusion of my testimony before the Special Sub- 
couimittee on Steamship Conferences on Thursday, April 9, 1959, you asked 
Ine to provide certain additional information for the record. 

I am enclosing a statement which has been prepared by Balfour, Guthrie & 
Co., Ltd., San Francisco, steamship department, listing the names of the specific 
steamship lines for whom they are agents, together with conference affiliations 
and whether or not these particular conferences operate on the contract system. 

I also enclose a list of the conferences whose member lines we patronize, and 
we have also indicated whether or not these conferences participate in the 
contract system. Wherever the answer is “yes,” we have signed a contract 
agreeing to exclusive patronage. 

I also recall that some member of the committee asked for a clarification of 
our affiliation with Balfour, Williamson, Ltd., London, also Jardine, Matheson 
& Co., Ltd., Hong Kong. 

Balfour, Williamson, Ltd., is the parent company. 

Jardine, Matheson & Co., Ltd.: In this instance, we are merely agents for 
them in respect to their trading operations. 

I believe that the foregoing covers all of the questions raised at the hearings 
concerning which I was to furnish additional information. 

Yours very truly, 
E. H. Crospsy, 
Import and Export Traffic Manager. 
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Contract 
Name of conference system 
American West African Freight Conference_____________________________ No. 
Atlantic & Gulf Indonesia Conference___ ~~ oe pee eee ee Yes. 
Atlantic & Gulf Panama Canal Zone, Colon & Pana: ima Cc ity Cc onference____ Yes. 
Atlantic & Gulf West Coast of South America Conference_____________ Yes. 
Bast Coast Colombia Conference... oni ceric wae feces ie te Yes 
Par Peet GComrerenee 6 ok ii ei eee eer ee Se eee Yes. 
Guif Mediterranean Ports: Conference... nn een Yes. 
Havens: Mteamanin. Womseronne ne Eh ee ee Yes. 
India, Pakistan, Ceylon & Burma Outward Freight Conference ____________ Yes. 
North Atiantic Baltic Freight Conference... me Yes. 
North Atlantic Continental Freight Conference____________ aa Yes. 
North Atlantic French Atlantic Freight Conference__________________ Yes. 
North Atlantic Mediterranean Freight Conference___________________ Yes. 
North Atlantic United Kingdom Freight Conference.____________________ Yes. 
North Atlantic Westbound Conference _____ Sect ec Bn SS Si ce bee ae eee Yes. 
River: Pinte & Teram) COmfOtONee gg ass aie Seecicnciatin dp emia mecaas Yes 
Santiome Ge: Cra. COM ere ee a. dae ee Yes. 
South ‘Ationtic Stesmahin Conterenec.-- «ot Yes. 
U. S. Atlantic & Gulf/Australia-New Zealand Conference_________________ Yes. 
U.S. Gulf French Atlantic-Hamburg Range Conference_________________ > Yes. 
USA. BOUth Atri¢s Conlerenet. 3.6 o a ium, Ee 


Whether or 
Steamship lines which Balfour, Guthrie not these con- 
& Co., Ltd., represents on the U.S. Conference affiliations of those lines ferences operate 
Pacific coast on a contract 
or noncontract 
System 


1. Hamburg American Line-- .-.--.| Member Pacific Coast European Conference_| Yes. 


2, North German Lloyd... Member Pacific Coast European Conference_| Yes. 
3. Flota Mercante Grancolombiana §. A Member of following conferences: | 

Pacific Coast Mexico Southbound_---- Yes. 

oO a ae Yes. 

Pacific Coast Panama Can: il Yes. 

Pacific Coast Caribbean Sea Ports a Yes. 

Pacific/West Coast South America .| Yes. 


West Coast South America/Pacific Coast | No. 
Northbound. 


Asswestco Freight Conference | Yes, 
Colpae Freight Conference Yes. 
Canal, Centar] America Northbound--_-._| Yes. 
Camexco-._. Yes. 
Pacifie C oas od Me xico Northbound 

4. Shinnihon Steamship Co., Ltda_--- Associate member, Pacific Westbound Con- | Yes. 

ference. 
5. Ivaran Lines Far East Service........._|----- do ees Yes 
6. Philippine National Lines. .__--.-.__- .do. Ye 


Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. Mr. Crosby, for the record along with that, could you 
furnish the fact of whether or not any of these lines for whom you act 
as agents are members of a conference and if so what conference ? 

Mr. Crossy. I am not prepared to answer that. 

Mr. Cowen. Would you furnish that for the record ¢ 

Mr. Crossy. Yes; I would be glad to. 

Mr. Cowen. In other words, in this Persian Gulf trading, do the 
independent lines that furnish service to that area furnish reguiar 
service, to your knowledge? 

Mr. Crospy. My recollection is that the nonconference lines to the 
Persian Gulf offer about one sailing a month. 
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Mr. Cowen. Is that a regular scheduled sailing, to your knowledge? 

Mr. Crossy. It is advertised as a regular sailing but oftentimes it 
varies considerably which is another reason why we cannot feel de- 
pendent upon nonconference carriers. 

Mr. Cowen. Yes, sir. And do their rates remain stable in regard 
to the stability of the conference rates ? 

Mr. Crossy. I cannot answer that because I have not had the occa- 
sion to check their rates periodically. 

Mr. Cowen. I believe you said you are signatory to 23 different 
conferences. 

Mr. Crossy. That is correct. 

Mr. Cowen. How many of those use a dual rate system and how 
many do not use that system, sir? 

Could you furnish that along with the other information ? 

Mr. Crossy. Ican furnish that. Ihave a list of conferences. 

Mr. Cowen. If you could furnish that, sir, we would appreciate it. 

Mr. Crossy. Right. 

Mr. Cowen. If there are conferences to whom you are signatory 
that do not use a dual rate system, do you know of any rate wars that 
have erupted in those conferences not using the dual rate system ? 

Mr. Crospy. Not recently. The only one that I can recall was as 
late as about 2 years ago on the east coast of Colombia when United 
Fruit withdrew from the conference and set up considerable agitation 
for a period of time until they went back into the conference. 

Mr. Cowen. Would you furnish for the record the differential be- 
tween the contract-noncontract rates in the conferences which use the 
dual rate system ? 

Mr. Crosspy. You want the names of the steamship companies on 
the west coast # 

Mr. Cowen. And their conference affiliations. 

Mr. Crossy. That is No. 1. No. 2 you want Jardine, Matheson, 
Hong Kong. 

Mr. Cowen. Then the differential between the contract and non- 
contract rate in the conferences using the dual rate. 

Mr. Crossy. The difference between the full tariff and the contract 
rate. 

Mr. Cowen. The lower contract rate that is given the signatory. 
And the names of the 23 conferences with which you have the 
agreement. 

Mr. Crospy. Yes. 

Mr. Cowen. I believe you stated that some of those with whom 
you are a signatory are not dual rate conferences. 

Mr. Crossy. That is correct. 

Mr. Cowen. What type of contract do you have with them, then? 
What is the tying device where you are signatory to a conference with- 
out a dual rate system ? 

Mr. Crospy. We do not have any contract, naturally, with, for 
example, the American West African Conference. They do not have 
any contract system, so we sign no undertaking whatsoever, but, as I 
explained before, we distr ibute our freight over the members of that 
conference who give us the most expeditious service to the area we 
ship to. There is no written undertaking in that whatsoever. 














STEAMSHIP CONFERENCE STUDY 519 


Mr. Cowen. I note that your statement says: 


We have found it to our advantage to sign exclusive patronage contracts with 
23 different conferences. 

Do all of those use the dual rate system ? 

Mr. Crosspy. Let me verify that. I merely copied the names down. 

Mr. Cowen. That is all, Mr. Chairman. 

Mr. Garmatz. Are the any other questions ? 

Is Mr. Coron here ? 

All right, Mr. Coron. 


STATEMENT OF STANLEY F. CORON, VICE PRESIDENT, DYSON 
SHIPPING CO., INC. 


Mr. Coron. Mr. Chairman, I will read from my brief, if you will. 

_ Mr. Chairman and members of the committee, my name is Stanley 

. Coron. I am vice president and coowner of the Dyson Shipping 
" o., Inc., foreign freight forwarders and brokers, established in 1918. 
I have been in the brokerage and forwarding business for over 30 
years, all of which time has been with the Dyson Shipping Co., Inc., 
having entered the firm in 1925. 

As vice president and general manager in charge of operations, I 
have participated in negotiations between shippers and both con- 
ference and nonconference carriers, as well as having represented 
shippers in conference discussions, concerning rate matters. 

Although I have served for 2 years as president of the New York 
Foreign Freight Forwarders and Brokers Association during the 
years 1950 and 1951, and I am now serving my third year as president 
of the Steamship Fre ight Brokers Association, my testimony is con- 
fined to my personal views and the views of my company and is not 
an expression of the views of either association, nor those of all ship- 
pers for whom we act as forwarders and brokers. 

In my opinion, preservation of the conference system is essential 
to insure American industry and commerce of a stabilized waterborne 
transportation medium. I believe dual rate legislation would stabi- 
lize the conference system to the same extent forwarders brokerage 
legislation would stabilize the forwarding industry. I do not believe 
the dual rate system prevents none onference competition. Were I to 
believe otherwise, I would not see fit to volunteer my testimony. 

The dual rate system properly enforced and fairly administered 
does in my opinion protect the shipper, who by choice or necessity 
cannot speculate in a fluctuating freight market for movement of his 
goods. Resultant loss of control of the traffic would tend, I feel, to 
deny the shipper control of his sales abroad, exposing him to specu- 
lative oe not concerned with the production of the material. 

Further, I do think, although it is possible the foreign-flag line 
may benefit to a greater extent from the dual rate system, ‘the Ameri- 
can-flag line can ‘thus participate on a more fair and quit: oe basis. 

The existence of a conference where no dual rate exists, I do not 
believe warrants the conclusion that the conference system can best 
function without dual rates or a fair and equitable alternative thereto. 

In summation, therefore, it is my feeling that with proper enforce- 
ment of the obligations upon both the carrier and shipper, preferably 
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by the Maritime Board, the dual rate system can be of benefit to all 
concerned. It is my conviction this can, however, only come about 
with a clear and uniform test of control of the traffic as defined and 
enforced. 

Terms of sale could in my opinion represent an essential test of 
this control and might best be determined on the basis of responsi 
bility for delivery f.o.b steamer, as I believe generally applies abroad. 
Where control of the shipment. exists to on board the vessel, clear 
determination is possible of the shipper’s responsibility for his con- 
tractural agreement with the conference. There are, of course, many 
possible alternatives to this test, but it is in my opinion the varied 
interpretations of this test, whether it be physical control of the ship- 
ment, terms of sale, or title passing, that has created many of the 
problems which confront both conferences and shippers alike. Lack 
of clarity in this area, I feel, has burdened the shipper who respects 
his commitments. 

A sincere study by the Federal Maritime Board would result, 
believe, in application of a fair and equitable administration of x 
ratemaking powers of the conference. Further, a reevaluation of the 
necessity for unanimous vote and the privilege of shipper participa- 
tion in a ratemaking procedure would, to my mind, best insure pro 
tecting the foreign commerce of the United States, the manufacturer 
and exporter and both American and foreign flag carriers, conference 
and independent alike. 

Thank you. 

Mr. Garmatz. Mr. Zelenko. 

Mr. ZeLENKO. I have just one question. 

Of course, you know, sir, that in legislation we could not very well 
put into each term and each phrase and clause of the legislation the 
various items that you suggest like terms of sale and what is f.o.b. 
and what should be charged ; but do you think that something like 
this would be feasible: Suppose that as one part of the legislation it 
would be required that the rules of the conference be submitted to 
the Maritime Administration, the general rules of the type of contract 
and the general rules by which they operate, so that there would be 
some form of un: uimity. If there is any legislation there could be 
one phrase which says that the rules of the conference and the devices 
used should be submitted for approval. Do you think that some- 
think like that would be helpful? That is, out tside of the particular 
rates or outside of any complaint on any particular rate, do you think 
something like that would be helpful and would encompass some of 
the things that you are suggesting / 

Mr. Coron. De finitely, the rules should, I believe, be uniform and 
subject to the Maritime approval, shall we say, and possibly enforce- 
ment as an action on any complaint that might arise. 

Mr. Zetenxo. I am not going that far, but I am thinking that, 
the interest of workable legislation, some clause or some part of sine 
legislation, if enacted, would say that the rules of a conference at 
the institution or formation or continuance of the conference should 
be submitted for approval. I would not go so far as enforcement 
because I do not know if that is feasible, but that would lend to 
unanimity and take care of some of these things you speak of which 
do not have a place in general legislation. Do you think that that 
would help the problem ? 
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Mr. Coron. I think so, but I think uniformity is desirable. 

Mr. Zetenxo. That may work its way out but do you think that 
something along that line might take care of some of the complaints 

Mr. Coron. It would not take care of it entirely but it would help. 

Mr. ZecenKo. Thank you. 

Mr. Garmatz. Mr. Ray. 

Mr. Ray. You are entirely in freight forwarding and brokerage? 

Mr. Coron. Yes, sir. 

Mr. Ray. You are not in the shipping business ¢ 

Mr. Coron. Except to the extent historically, if I may say so, that 
one of the former vice presidents and directors of the company 1s 
chairman of the Board of States Marine. We have no relationship, 
but it is a historical fact that the brokerage forwarding business tends 
to lead to the steamship business. Forwarding is my sole business. 
The purpose of my associate, as is the case with many other firms, such 
as in the outports, they represent agencies and the like, but we do a 
considerable volume of business with nonconference carriers and 
would not like to see the nonconference carrier out of the picture be- 
cause he is essential to maintaining a certain stability of rate struc- 
ture that is fair to all concerned. 

Mr. Ray. Is your business concerned with some one line of 
products ¢ 

Mr. Coron. No, all lines, heavy goods, manufactures and other 
goods as well. 

Mr. Ray. Do you deal with conference members both where they 
have the dual rate system and where they do not? 

Mr. Coron. That is right, as well as nonconference carriers to a 
large extent. 

Mr. Ray. Are the rates more stable or less stable dependent upon 
which kind of conference you use ? 

Mr. Coron. I would say that the rate structure is more stable in a 
conference that has a dual rate, frankly, partly because I believe 
and this is an odd statement I think you will find—that the noncon- 
ference carrier can best function in a stable dual rate trade possibly 
where he can exist and enjoy that which is the best traffic that serves 
the shipper best over his line at possibly a bargain rate whereas in a 
so-called nondual rate conference, it is my personal view that, if a 
nonconference carrier chose to come in, he would have his brains beat 
out more readily because there is no necessity to hold the line. In 
other words, the carriers would knock the rate down in the area in 
which he is best able to compete and pretty soon he gets out or joins 
them and makes his rate uniform. 

Mr. Ray. Have you or your principals had rate difficulties ? 

Mr. Coron. We have had, let us say, no rate difficulties because I 
believe it is inherent in our calling to always consider that every ship- 
ment for every shipper includes the problem of getting the goods 
shipped as well as getting the next order. 7 

We have had problems. I could cite an instance where you might 
almost say that it would castigate the conference system but, ironi- 
cally, it was the cumbersome nature of the system, I think, and the 
fact that it was more or less too little too late. That was an instance 
of actual negotiation of a project which we were under contract to 
handle and, though we had approached the conference, we had also 
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explored the nonconference side for the principals, and in the time 
it took to get around to thinking about it and establishing the rate a 
competitor negotiated the business abroad with a nonconference car- 
rier and we were still under contract with the principals here so we 
handled the shipment and he negotiated it and the conference broke 
the rate later and met the nonconference competition, but it was too 
little too late. 

I believe a conference could beat a rate not entirely but some- 
where in between by more spontaneous action in entertaining the 
problem of the shipper. 

Mr. Ray. Thank you, sir. 

Mr. Garmarz. Mr. Downing. 

Mr. Downrne. Mr. Coron, in regard to your suggestion of shipper 
participation in ratemaking, how would you suggest that a shipper 
be selected ? 

Mr. Coron. That is a tough one, I realize. My thought was basically 
not typical of, shall we say, inviting every one in or having neces- 
sarily a committee. I do not think an ICC structure would necessarily 
werk but I do believe that there should be some means of more for- 
mally exploring and entertaining the shipper’s views as occurs now 
possibly in the areas where enough large shippers have an associa- 
tion group of their own and can present their requests formally and 
be heard. 

We do attempt for our principals to be the medium, but we are 
only an individual firm. 

I do think some formal group method of proper revolving repre- 
sentation should exist so that a shipper’s point of view is weighed 
carefully and not dismissed sometimes too lightly. 

Mr. Downtne. Thank you, sir. 

Mr. Garmarz. Mr. Casey. 

Mr. Casey. Mr. Coron, do I interpret this next to the last para- 
graph on page 2 properly that you are not signatory to a conference ? 

Mr. Coron. We are not. We do not sign conference agreements 
as forwarder-broker. Our principals sign. 

Mr. Casry. Evidently you have had a few disputes as to whether 
or not some shipments came within the purview of the exclusive 
contract or not; is that right? Is that what you are talking about? 

Mr. Coron. That opens the Pandora’s box of what I call the crux 
of the problem confronting everybody today. 

Mr. Casey. In other words, the conference sometimes has accused 
your principals of using a subterfuge of getting out of their contract? 

Mr. Coron. On the contrary, I might say that our principals have 
suffered the loss of sales because they, as I put it facetiously, have 
religion and they find to meet the problem they have to resort to 
consignees’ advices and instructions to be able to compete which is 
an unfortunate thing today and is the reason I say that speculative 
interests, meaning a commission house—not that I condemn it—but 
anyone who chooses to take his chances on delivery or time and get 
a cheaper rate can sell competitively abroad rather better than the 
manufacturer himself who is absorbed in manufacturing. 

Mr. Casey. Do you think that the cure for that is possibly a less 
than 100 percent exclusive contract or do you think that the cure is 
to have the Maritime Board act as arbitrator to determine whether or 
not the title was in your principal who designated the shipper ? 
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Mr. Coron. A simple test. I do not know whether I dare be 
profound in the company of folks who have studied the problem 
more than I but, from a layman’s view, I believe that in the process 
of that determination that it would be possible where a shipper is 
committed under a contract and wants stability and does sell pre- 
dominantly c. and f., where he controls the traffic that in effect, where 
it is thus the consignee’s decision to choose the vessel, that then a 
statement should be filed with the conference naming that party, 
making it possible if they chose to try and solicit that third party. 
If é they get the consignee signed up that is fine; if they do not, let 
the nonconference vessel handle it, but clearly determine it, and I 
think in that way there would be a clean determination of competition. 

If the consignee wants to play with time, that is his problem. If 
the shipper cannot afford to, he is happy with his contract. 

Mr. Casey. I do not know whether you heard the prior testimony 
in the last couple of days but, on the other side of the fence, the 
conferences are accusing you folks of using that as a subterfuge. 

Mr. Coron. That is why I stress the need for a clear test because 
the freight forwarder is used as a gimmick, if I may use the word, 
to circumvent, but also in many cases he is an agent of the consignee. 

A predominant number of the firms in the business today do envy 
the business of the consignee. 

Mr. Casey. Do you think there is a need for the Maritime Board 
to investigate that ? 

Mr. Coron. I think there is a need for a line of demarcation so that 
the shipper knows when he is offside and it will not provide a means 
of circumventing and therefore relieve the freight forwarder from 
the burden of being “used.” 

Mr. Casey. Thank you. 

Mr. ZELENKO. Will the gentleman yield ? 

Mr. Casry. Yes. 

Mr. ZetenKo. You could draw any kind of contract you want. 
You are always going to have a certain number of people who are 
going to circumvent it and deal under the table. I do not think you 
can legislate that 

We have heard a lot of talk about it but we cannot change human 
nature or legislate it. 

I think we should spend our time trying to get what is the greatest 
good for the greatest number and see whether the legitimate people 
in the business can stay in the business because we are never going to 
eliminate the doubledealers no matter what device we use. 

Mr. Coron. That is true. 

Mr. Garmatz. Are you through, Mr. Casey ? 

Mr. Casey. Yes. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Maruurarp. I have no questions. 

Mr. Garmatz. Mr. Glenn. 

Mr. Guienn. I notice that in your second paragraph you say you 
have represented shippers in conference discussions concerning rate 
matters. Was that an exceptional instance or does that happen 
regularly ? 

Mr. Coron. Let us say that the common procedure is that, where 
there is a problem confronting a shipper, it usually comes about by 
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virtue of his not selling a product involving enough to justify his 
judgment of the market and he evaluates what the other fellow is 
doing or he has been solicited by a nonconference carrier very prob- 
ably, and that is one reason I feel it is healthy to have that competi- 
tion. 

He says, “I might sell more,” and comes to us and requests what 
we may think, and gives us a letter. The shipper always, or in most 
cases, writes the request and we present it and attempt to pursue it 
with the chairman of the conference or with the individual lines and 
have been received, I would say, very satisfactorily, but the action has 
not followed always as promptly as would be welcome. 

Mr. Guenn. You have never sat in an actual conference? 

Mr. Coron. Oh, yes. 

Mr. GLenn. Have you? 

Mr. Coron. In an informal way, shall we say. We cannot sit in 
a formal conference meeting but a committee formed of carriers in 
negotiating a particular project or some large movement of goods 
would, of course, enlist the shipper’s direct comment and request and 
we, as their agent or broker, would appear. That has occurred but 
we have never sat in a formal conference. 

Mr. Guenn. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Drewry. 

Mr. Drewry. I have no questions. 

Mr. Garmarz. Mr. Zelenko. 

Mr. ZetenKo. No, sir. 

Mr. Garmarz. Mr. Cowen. 

Mr. Cowen. Do independent lines as a rule pay higher brokerage 
fees than conference lines? 

Mr. Coron. Nonconference lines in the regular nonconference 
trades pay 214 percent commonly and the conference trades, as we all 
know, pay 114 percent except in the cases of the so-called escalation 
brokerages in that area where there seems to have been a great deal 
of active nonconference interest but the brokerage factor i is not, in 
my judgment, a basic consideration to an honest true agent of the 
shipper because he is not long for this world if he sells out. 

Mr. Cowen. Do you mean that where there is active competition 
from independent lines to a conference that brokerage fees have a 
tendency to go up? 

Mr. Coron. I would say they have a tendency to go up only where 
it becomes so vigorous that I guess it has happened that where the 
consignee’s routed shipment becomes predominant and the foreign 
forwarder having contact with the other fellow is such an influence 
that they may pay a higher percent of brokerage in those areas. That 
has occurred. 

Mr. Cowen. Would you i iin the first paragraph on page 2, sir? 

Mr. Coron. As regards the foreign-flag line may benefit to a greater 
extent ? 

Mr. Cowen. Yes, sir. 

Mr. Coron. That I say as a layman, and I am a little over my head 
when I make the salam aa from a plain, simple economic point 
of view I have the belief at least, that when the rate structure becomes 
stabilized it kind of gets somew here in between the high-cost Ameri- 
can operator and the lower cost foreign operator, if he does not have 
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a subsidy also, and, insofar as the extent of the American operator 
making up the differential, as I see it, Uncle Sam does provide that 
and so do we eventually, I guess, in our income taxes, and somewhere 
in between is a stabilization, and I think the foreign line gets a little 
better edge in the rate structure of necessity, than he would if he were 
in a rat race, so to speak. 

Mr. Cowen. You continue that under the dual rate system at least 
the American carrier is in a better position. 

Mr. Coron. I think it stabilizes his position rather than have him 
subsidized to the hilt and thus have all of the spread be paid by Uncle 
Sam and by us as taxpayers. 

Mr. Cowen. Would that hold true where a conference did not use 
the dual rate system ? 

Mr. Coron. Where the dual rate system is not in existence, frankly 
I would say that the rate stabilization tends to accomplish the same 
end result, it seems to me. They agree to establish the rate that is 
insured to not put each other out of ‘the running. It is true that that 
may in some cases settle the rate a little lower possibly because the 
majority, it seems, will dominate. 

Mr. Cowen. The first sentence in the last paragraph of your state- 
ment there—— 

Mr. Coron. As regards a study by the Federal Maritime Board? 

Mr. Cowen. Yes, sir. 

Mr. Coron. I do believe that ratemaking powers are something 
that, I gather, grew like Topsy and then they are filed and that is 
where they rest. I do believe in the desirability of having a study of 
how those powers are delegated, what they require. 

My personal view on the unanimous vote is that it tends to make it 
impossible for a minority to express themselves and in fact creates 
the necessity for sometimes the minority being squelched in order to 
live. 

Mr. Cowen. Are you mnserring from that that some of the rates set 
by conferences are unrealistic ? 

Mr. Coron. I think they just grew. I think they started away back 
when and if you disturb one bracket you are liable to have the whole 
thing topple down and therefore you have to take the onus off the 
individual conferences to reevaluate them. 

Mr. Cowen. You would imply that the Federal Maritime should 
have actual powers beyond what they have now to disapprove a rate 
or to make a conference base its setting of the rate on reality rather 
than historical background ? 

Mr. Coron. I think there is a need. 

Mr. Cowen. All right, sir. 

Mr. ZretenKo. I have one question. My suggestion that approval 
of the rules should be had by the Maritime I got out of that particular 
sentence of yours. Would that in some way take care of it if they 
had a set of rules to take care of how they arrive at rates although 
not one particular one ? 

Mr. Coron. It might. I would say in practice any rules are hard 
to enforce. 

Mr. Zetenko. That is true generally. 

Thank you. 
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Mr. Garmatz. I have just one question. You say that the shipper 
should een: in the conference meetings. You have been a rep- 
resentative of the New York Foreign F reight Forwarders Association 
and the Steamship Freight Brokers Association. Do you have any- 
one else in those meetings to help you transact your business? 

Mr. Coron. I want to make clear and hope I have that I am not 
representing either association in this presentation, not because there 
is not the feeling in the groups of their sympathy with one side or 
the other but rather that it is an individual pattern. Each broker 
forwarder has his own individual problem, but when I have appeared 
or spoken to a conference or appeared before a committee of mem- 
bers, it has been as a representative of a shipper only. 

Mr. Garmarz. That is not the question. I am trying to find out 
whether you have anyone outside of the Steamship F reight Brokers 
Association attend the Freight Brokers Association’s business meeting 
and also in the Foreign Freight Forwarders meetings do they have 
anyone other than freight forwarders / 

Mr. Coron. The Steamship Freight Brokers Association is the 
oldest association in New York and is composed of forwarders and 
brokers and is, I think, the only association that has exclusive brokers 
init. There are not many left in number. 

The Foreign Freight ‘Forwarders Association is the largest New 
York association and is composed of forwarders and brokers and they 
have their own board. 

Mr. Garmatz. Are there any other questions / 

Thank you very much. 


Mr. Phillips? 2 


STATEMENT OF JOSEPH B. PHILLIPS, TRAFFIC MANAGER, 
COLUMBIAN ROPE CO. 


Mr. Puinurrs. Mr. Chairman and gentlemen, my name is Joseph 
B. Phillips, traffic manager of the Columbian Rope Co., Auburn, N.Y. 
I have been associated with that company for a period of 7 years, 
working exclusively in the traffic department. 

The Columbian Rope Co. is a manufacturer of all types of cordage, 
and imports 100 percent of its vegetable fibers from various points 
throughout the world: Jute from Indi: a, sisal from Haiti and British 
East Africa, and abaca from the Philippines. 

Columbian besides being an importer of these fibers is also a shipper 
of abaca fiber and copra in the Philippines and sisal from Brazil to 
worldwide markets. 

The success of our cordage operation in Auburn, N.Y., depends 
heavily on the various steamship lines’ ability to provide dependable 
and frequent service no matter how small the tonnage involved. 

In most instances there is a lapse of 2 to 4 months from the date 
the fiber is ordered until its arrival at the manufacturing plant. 

If the dependable service which we now receive were not in exist- 
ence, it would be necessary to carry huge stocks of raw fiber at a tre- 
mendous cost to the Columbian Rope Co. and place us in an even more 
noncompetitive position with the ever increasing imports of foreign 
made cordage products. 
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The stability of rates under the dual rate system has assured the 
Columbian Rope Co. of being in a competitive position with other 
American manufacturers as far as the ocean freight charges are con- 
cerned. 

The various conference lines with which we have dealt since the 
inception of the conference and dual rate system have maintained a 
dependable and regular service and have afforded the Columbian 
Rope Co, an equitable 1 ‘ate structure and a stability of rates necessary 
to the success of our operat ion. 

The Columbian Rope Co. strongly supports the continuance of the 
conference system so important to us. 

Mr. Garmatz. How much business do you do with these shipping 
companies in bringing in these products¢ What is the size of your 
company ? 

Mr. Puruuirs. We are the second largest cordage company in the 
United States. 

Mr. Garmatz. Mr. Ray. 

Mr. Ray. What tonnage does that mean ? 

Mr. Puruirs. I would say considerable tonnage. I would rather 
not say exactly. 

Mr. Ray. Do you deal with conferences that have the dual rate 
system ¢ 

Mr. Puitures. That is right, sir. 

Mr. Ray. And also do you deal with those who do not have the dual 
rate system ¢ 

Mr. Puituirs, No, I believe on all the importation each one of the 
conferences has the dual rate system. 

Mr. Ray. And you do some exporting ¢ 

Mr. Puiurres. That is from the Philippines. 

Mr. Ray. [have no further questions, Mr. Chairman. 

Mr. Garmatz. Mr. Downing. 

Mr. Downtne. I have no questions, sir. 

Mr. GARMATz. Mr. Casey. 

Mr. Casey. Your traffic is all inbound ? 

Mr. Puituirs. That is right, sir. 

Mr. Casry. I have no further questions. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Mariuriarp. I have no questions. 

Mr. Garmatz. Mr. Glenn. 

Mr. Grenn. I have no questions. 

Mr. Garmatz. Mr. Drewry. 

Mr. Drewry. I have no questions. 

Mr. Garmatz. Mr. Zincke. 

Mr. ZinckeE. I have no questions. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I have no questions. 

Mr. Gasset. Thank you very much. 

Mr. Pures. Thank you, gentlemen. 

Mr. Garmatz. Is Mr. Kelly, vice president of Muller & Phipps, 
here? Allright, Mr. Kelly. 








STEAMSHIP CONFERENCE STUDY 


STATEMENT OF WALTER J. KELLY, VICE PRESIDENT, MULLER & 
PHIPPS (ASIA), LTD. 


Mr. Ketiy. My name is Walter J. Kelly and for 30 years have been 
employed by Muller & Phipps (Asia), Ltd., One Park Avenue, New 
York, in New York and in the Far East. 

My position with this company is that of vice president. My duties 
are of a general nature in connection with our business in New York 
and the Far East. 

Muller & Phipps (Asia), Ltd., is an American company incorpo- 
‘ated in New York in 1917. Its major business is that of representing 
manufacturers in Asiatic and South African markets. Wholly owned 
subsidiaries of this company have offices in the prince ipal cities of m: my 
countries in Asia and South Africa. For ex: umple, offices are main- 
tained in Tokyo, Hong Kong, Manila, Bangkok, Singapore, Djakarta, 
Rangoon, Calcutta, Bomb: ay, Karachi, C olombo, Johannesburg, and 
Cape Town. 

In New York, Dayton, Price & Co., Ltd., One Park Avenue, a 
wholly owned subsidiary, provides a service for overseas buyers for 
procurement, financing, shipping, and other necessary details. 

Dayton, Price & Co. are under contract with the steamship company 
conferences of many world trade routes. 

Our many years of experience indicate that we need frequent and 
dependable : service from steamship companies at stable rates. 

Our experience with the conference system, with dual rates, has 
been most favorable. We appreciate the stability the conference 
system offers in equality of treatment to ourselves and to our com- 
petitors. 

It is respectfully suggested that Congress, through appropriate leg- 
islation, authorize conferences to offer dual rate contracts subject to 
supervision by the Federal Maritime Board. 

Mr. Garmatz. Mr. Ray. 

Mr. Ray. Mr. Kelly, how many conferences do you participate in ? 

Mr. Kerry. I brought down this memorandum. I have six here. 
We have others. 

Mr. Ray. Are they all dual rate conferences ? 

Mr. Ketxiy. I am not a technical man so that I qualify it, but it is 
my understanding that they are. 

‘Mr. Ray. Do they give you one rate and then a lower rate if you 
ship by conference members only ? 

Mr. Ketty. I believe that is the case. 

Mr. Ray. I have no further questions. 

Mr. Garmatz. Mr. Downing. 

Mr. Downrtna. I have no questions. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. I have no questions. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Marurarp. I have no questions. 

Mr. Garmatz. Mr. Glenn. 

Mr. Guenn. I have no questions. 

Mr. Garmatz. Mr. Drewry. 

Mr. Drewry. Mr. Kelly, your operation is rather broad. Are there 
affiliated companies involved or is this Muller & Phipps operating as 
Muller & Phipps all over? 
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Mr. Ketiy. We operate as Muller & Phipps in the areas listed in 
this letter. In foreign lands we incorporate under the laws of the 
lands. We have Muller & Phipps (Japan), Ltd.; oct & ae 
(Manila), Ltd.; Muller & Phipps (Malaya), Ltd.; or Muller & 
Phipps (india), Ltd.; and so forth. 

Mr. Drewry. Is the business of these various companies all import- 
ing and exporting? 

Mr. Ketxy. It is 100 percent exporting from this country or in some 
instances from England. 

Mr. Drewry. Do you have any shipping affiliations? 

Mr. Ketiy. No, we do not. 

Mr. Drewry. That is all, Mr. Chairman. 

Mr. Cowen. I have one question. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. Have you in your Official position ever had to go to a 
conference to ask for a lower rate due to the c ompetition from foreign 
countries? 

Mr. Ketty. I personally have not had that experience in regard to 
competition on steamship rates. I cannot recall that I have. On pric- 
ing, I know that we have. We bring these various competitors prod- 
ucts and their pricing to American or British manufacturers and ask 
them to review their prices with the idea of getting the English or 
American price at a more competitive basis. I do not recall whether 
the steamship rate was involved. 

Mr. Cowen. Do I understand that the price which you pay for the 
object rather than the cost of shipping is what you have had difficulty 
with ? 

Mr. Ketiy. Yes. 

Mr. Cowen. So that the actual cost of shipment does not enter into 
the problem, as such ? 

Mr. Ketiy. The cost of shipment does enter into it. 

My remark was this: that I do not recall whether the freight rates 
had a bearing on this competitive situation. 

Mr. Cowen. Do you use any independent lines at all in any of your 
trades, sir? 

Mr. Ketiy. Not to my knowledge, sir. 

Mr. Cowen. That is all, Mr. Chairman. 

Mr. Guenn. May I ask one question, Mr. Chairman ? 

Mr. Garmatz. Yes. 

Mr. GutenNN. Do you do your own freight forwarding? 

Mr. Ketty. We handle through Dayton, Price & Co., all phases of 
the business. That goes through Dayton, Price & Co. 

I might also add that in many instances manufacturers for whom 
we act as sales representatives or distributors who have their products 
in these foreign lands do some of the shipping themselves. 

Mr. Gienn. Dayton, Price & Co. is a wholly owned subsidiary of 
Muller & Phipps? 

Mr. Ketty. Yes, sir. 

Mr. Guenn. That is all. 

Mr. Garmarz. Are there any other questions ? 

Thank you, Mr. Keily. 

Are there any other witnesses here this morning who requested to be 


heard ? 
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Is Mr. Wright here? 

Is Mr. Cohn here from Northern Screw Corp.? Did you request 
through the proper channels of the committee to be heard? Do you 
have a statement? 

Mr. Coun. I have a verbal statement. 

Mr. Garmartz. All right. 


STATEMENT OF ERIC M. COHN, PRESIDENT, NORTHERN 
SCREW CORP. 


Mr. Garmatz. Will you give your name and title and the company 
you ato nt, for the record, plea ise, Mr. Cohn ? 

Mr. Coun. My name is Eric M. Cohn. I am president of the 
Northern Screw Corp., a New York corporation, incorporated in 
1955. For the past 10 years I have been in the foreign trade busi- 
ness here in New York. 

When I first came into that business and found that we had fixed 
prices on the freight rate governing our goods that are imported, par- 
ticularly from the Far East and Europe, I did not believe that such 
a system existed. I was fresh out of school and I believed that in 
the American economy the rise and fall of prices was governed by 
supply and demand. After 10 years I find out that we have certain 
exceptions and this is one. 

We now principally are concerned with the importation of bolts, 
nuts, plumbing supplies and other hardware items from Europe and 
from Japan. From Europe the freight rate system does not seem to 
bother us much but from Japan it is almost intolerable. 

In the first place, we have no way of knowing what the rates are. 
There are no published rates available to importers in the United 
States and the goods that we import. 

I did, on my last trip to Japan, get a far eastern conference 
schedule by borrowing one from one of my shippers but, to my knowl- 
edge, no American importer here has a statement showing the current 
rates for the various commodities that are imported. 

In the second place, there is no way where an importer here in New 
York can get a fixed rate to transport his goods from the Far East 
to the United States at a future date. If I sell, for example, 20 tons 
of bolts for October-November shipment in Japan and I apply to an 
American steamship company like the United States Lines or one 
of the others in the conference for a rate on bolts and nuts from Japan 
to the United States in September or October or November, they will 
say, “We don’t set the rates. They are set in Japan by the 
conference.” 

“What will the rate be in September or October ?” 

They will not tell you. 

My limited experience in getting a future rate on future goods 
sold has been with one independent steamship company o operated 
here. From no other one have I ever gotten a fixed rate. 

In the second place I find that, with the conference system as it is, 
it is more honored in the breach than it is in the observance and that, 
for various reasons, nobody pays the conference rate who is a factor 
in the business. 

In the third place, I find that the service rendered by the con- 
ference lines with some exceptions is pretty vile. I think that be- 
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tween the subsidies and the conference system both the exporter 
abroad and the importer here are caught in an administrative vise over 
which they have nothing to say, and it only results in a fixed profit 
for the shipping company and no flexibility and no American sys- 
tem of free enterprise involved on the transportation of goods from 
the Far East to the United States and to a certain extent from 
Europe. 

I do not see how we can consistently compete with foreign com- 
panies which are aggressive, dynamic, and alive if we operate here 
with a system of fixed rates and subsidies, and I do not think the 
American. shipping operation was built on this basis, and I do not 
think it will thrive on it. 

That is all I have, Mr. Chairman. 

Mr. Garmatz. How much importing do you do? What is the size 
of your company 

Mr. Conn. Our present volume is about $214 million annually in 
sales and about $2 million of imports. 

Mr. Garmatz. Mr. Zelenko. 

Mr. ZeLENKO. You stated a moment ago that you do not see how you 
could compete with foreign companies under this system. Now, are 
you not competing with American companies, American manufac- 
turers, by importing all this material, are you not importing at cheaper 
prices than it is being manufactured for here? Would they not have 
the same complaint? How could these manufacturers compete with 
your product ? 

Mr. Conn. Yes. 

Mr. ZeLenKo. That is what I want to know. You say, “How can 
we compete with foreign importers?” I want to know whether you 
are talking about American industry in general or only your particu- 
lar business. 

Mr. Conn. I do not see how the American shipping companies can 
compete with the foreign shipping company. 

Mr, Zetenxo. You do not mean shipping. You mean people in 
your business. 

Mr. Coun. No; shipping companies. We are talking about the 
conference system. 

Mr. Zetenxo. You said that when you came into the business you 
were surprised that the rates were fixed. Then you later said that 
you could not get a fixed rate. Can you reconcile that for me? 

Mr. Conn. Yes, sir. I will get my conference rate as fixed as of 
today. The rate for a given article may be $33 a ton, but I am not 
interested in what is fixed today. Goods that are moving today are 
of no interest to me. I am interested in goods that I sell in the fall or 
in 1960 and that is where you cannot get a fixed rate under the con- 
ference system. 

Mr. ZetenKo. You said that you do your business with one com- 
pany. Which Sat ed isthat? It is the only company, you said. 

Mr. Conn. That I get a fixed rate from, the Isbrandtsen. 

Mr. ZetenNKO. Do yousign a contract for that? 

Mr. Conn. I do not sign any contracts and I am not a party to any 
agreement with any steamship company at all. 

Mr. ZeLENKO. Give us an example of how you have your rates fixed 
with this company, the only one that you say you can operate with. 
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Mr. Coun. In the two or three instances that I have needed it, I 
have sold goods for future delivery and the freight factor is consider- 
able. Asa matter of fact, it is almost higher than the duty in most of 
our commodities. 

I have gone to the Isbrandtsen company and said, “Will you give 
me a rate on hardware or bolts and nuts for September and October 
from Hong Kong to the United States or from Japan to the United 
States?” and after a few days of consultation between their various 
people they have given it to me, and I have said, “Would you give it 
to me in writing?” and they have. 

Mr. Zerenko. Can you give us the reason why the conference people 
have refused to give you rates for future delivery ? 

Mr. Conn. Because they do not set them here in the first place, and 
because they would not commit themselves in the second place. 

Mr. ZeLenKo. Have they given you a reason why ? 

Mr. Coun. They say they are set in Japan. 

Mr. ZetenKo. Do you mean that, if you communicated with them 
in Japan, they gave you to understand, that you could then get a 
future rate? 

Mr. Coun. They gave me to understand that this rate is good for 
2 months. 

Mr. ZetENKO. Am I to understand from your experience that in 
no way have you been able to get a future rate on any of your ship- 
ments from any conference? Is that what you want us to under- 
stand ? 

Mr. Coun. That is right, and I defined it by saying further than 
60 days from now just as an arbitrary definition. 

Mr. Zetenko. Would that be for individual shipments or for ship- 
ments over a period of time? 

Mr. Corn. I am not sure I understand your question. 

Mr. ZetenNKo. I mean would that be for a series of shipments or 
for an individual or particular shipment in the future? 

Mr. Conn. I can never get any future rates. 

Mr. ZeLeENKO. The principle that we have heard all the way through 
here is that if you do business with a conference, and you want to 
do business with them, they will give you a contract for a lower rate 
and give it to you over a period of time. I would like to have you 
explain that if possible. 

You are the only witness who said that that is impossible. I am 
not going into the merits of whether it is good or bad, but you are 
the only witness that said that is impossible. That seems to be a 
custom and practice in the shipping business. You say that that is 
not so in your case. That is what I want you to explain. 

Mr. Corn. I may be able to explain it by saying that I am not a 
shipper, that I am the importer and that the shipper is the person 
we buy the goods from. Without this explanation there is none. 

I say that we have never been asked to sign in a conference. We 
have no rate system nor were we furnished with published rates gov- 
erning our commodities. The only way I have ever gotten a rate 
was by taking it away from somebody in Japan. There are no pub- 
lished rates available to the importers here that handle this mer- 
chandise, and I have not been approached about the conference, either. 
I am probably a party to the conference by their saying so. 
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Mr. ZeLeNKO. I have one more question. How many people are 
in your type of business importing from Japan these nuts and bolts 
and other things? 

Mr. Conn. By “people,” you mean firms? 

Mr. ZELENKO. Yes. 

Mr. Coun. Fifty in toto. 

Mr. ZeLeENKO. Do you have an association / 

Mr. Coun. No, sir. 

Mr. Garmatz. Mr. Downing. 

Mr. Downrne. I have no questions. 

Mr. Garmatz. Mr. Casey. 

Mr, Casgey. All your shipments are inbound, is that right? 

Mr. Conn. Yes, sir. 

Mr. Casey. You understand, of course, that we cannot pass any 
laws that will govern any shipping inbound. 

Mr. Conn. Yes. 

Mr. Casey. What you are wanting to do is to try to get a little 
cooperation and you are making your voice heard the best way you 
know how to get a little cooperation from conferences that also op- 
erate in foreign conferences on inbound shipments, is that correct? 

Mr. Coun. We have some outbound work, too; but what I want 
is the abolition of the conference system inbound and outbound. 

Mr. Casey. Have you had the same experience on your outbound 
shipments? 

Mr. Coun. We have had it. It is a modest element. They asked 
us to join a conference and we did not pay any attention. 

Mr. Casey. You do not have to join a conference but do you have 
the same complaint on outbound shipments that they will not quote 
you a freight rate in advance ? 

Mr. Coun. We do not have enough outbound to make that com- 
plaint. 

Mr. Casey. You say you are just opposed to conferences because 
you figure that it is against the American free enterprise system on 
fixing rates, is that right? 

Mr. Coun. That is right, and it does not work. 

Mr. Casey. It does not work? 

Mr. Coun. No, sir, It puts a premium on evasiveness. It is just 
like the quota system in Japan for goods. It puts a premium on 
shipping to a third country and calls it something else. 

Mr. Casey. Of course, if you had to depend on regular shipments 
and you were shipping frequently outbound, do you not think your 
experience might be a little different so that you had a regularity of 
rates so that you could quote somebody with accuracy in advance 
just the same ? 

The reverse of what you are complaining about is that you cannot 
quote with accuracy in advance because of the foreign conference 
shipping in. 

Mr. Coun. I worked in the American Trading Co. on export traffic 
work and the same problem exists there that again with a conference 
there is a premium on evasiveness and calling it something else. 

Mr. Casry. What evasiveness? Do you mean evasiveness about 
giving the rates in advance? 
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Mr. Coun. About nomenclature of your shipment. In other words, 
you take locomotive wheels. They may have a fixed rate. Let us say 
it is $50. If you call it machinery it may be $30 on an outward cargo. 
Is a locomotive wheel piece of machinery? I guess it is. It is a ques- 
tion. If you have a free system without all of this paperwork, you 
arrange with the steamship company what they want to haul a cargo 
for and it works out as in every facet of the American economy but 
this one. ' 

Mr. ZeLENKO. Would the gentleman yield? 

Mr. Casey. Yes. 

Mr. Zevenxo. I think you told us a moment ago that there were 
50 people in your type of business. Are any of the others down here 
with the same complaints or are you the only one? 

Mr. Coun. I doubt that any others know that this hearing is in 
existence. 

Mr. ZELENKO. How do you know about it ? 

Mr. Coun. I saw it in the papers and also we get correspondence 
from Isbrandtsen on it, too. 

Mr. Zetenxo. Do you know if any of your people in the same 
business use Isbrandtsen, too ? 

Mr. Coun. We all use the conference lines and Isbrandtsen inter- 
changeably. 

Mr. ZevtenKko. You do not. know whether any others in your busi- 
ness know about these hearings ? 

Mr. Conn. I doubt strenuously that they do or that they are con- 
cerned. Many of them are inland. 

Mr. Zetenxo. Would they not be concerned with the same problem 
you are if that is a problem in your industry? Should they not be 
concerned with it ? 

Mr. Conn. They should be. 

Mr. ZetenKko. And you think they are not alerted ? 

Mr. Coun. Lamsure of that. 

Mr. Zetenko. Would you be good enough in some way to alert 
these people and have us alert them and let us find out whether this is 
only your complaint? It may be a legitimate complaint, and I do not 
doubt that it is legitimate, or whether it is a complaint of your entire 
industry. 

Would you give to the committee the names of the people in your 
business? If these people are not alerted we want to do the right 
thing. We want to see whether you are the only complainant or 
whether the complaint is true of the entire industry. 

Mr. Casey. Getting back to your complaint about there not being 
enough free enterprise, of course what you want at the moment is a 
freight rate 3 months or 4 months in advance so that you can sell and 
know what you can sell for and what you can make a profit for. That 
is what you want to know ? 

Mr. Conn. That is one element of it; yes, sir. 

Mr. Casey. If we get down to that point of a complete free enter- 
prise, suppose there were no conference system and suppose there 
was no Isbrandtsen Co. You might get a freight rate quoted to you 
in advance by somebody but at the same time one of your competitors 
who gets his freight rate quoted 30 days later than you do might cut 
your throat but good. Did you ever look at it from that point? 

Mr. Coun. Yes. 
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Mr. Casgy. You are in favor of that ? 

Mr. Coun. That is right, sir. It might apply to everything else we 
do. I might be paying a half of 1 percent for insurance and he might 
go to a large company ‘and get a quarter of 1 percent. I might buy my 
coods at a certain price and he at a different price. That is the way 
things are supposed to run. 

Mr. Casey. We have been hearing testimony on the other side 
which says, “We know we have uniform rates and we can quote 
prices.” We are talking about shipping out, something over which 
we have control. They say, “We can quote prices and know that 
we can stay in competition. We can quote prices in advance and not 
have to scurry around at the last moment, and when the ships are 
ready and available somebody might cut our throat; and if it is tight 
we have to pay a high pr Ice. and have lost all our profit on our sale 
made a couple of months ago.” 

Mr. Coun. If you are going to protect the American exporter 
with a fixed price for moving his goods from the American Continent 
to wherever he is doing it, why do you not fix the price that he pays 
for his goods and protect him ‘along the rest of the line? This is no 
particular exception to the cost of the merchandise when it finally 
arrives. You can fix his insurance rate. You can fix the cost of 
moving merchandise from the factory to the dock. You can fix every 
facet along the line and I do not see anything particularly special 
about this business. 

Mr. Casry. What we want is your views. We want you to speak 
out. 

Thank you. 

Mr. Garmarz. Mr. Ray. 

Mr. Ray. I have one question, sir. Perhaps you covered this and 
I missed it. 

Your troubles, as I got your statement, were with the one conference 
inbound from Japan ‘to this country; that is where you had trouble 
getting information on rates. 

Mr. Coun. That is where we had the clearest example of the mis- 
operation of the conference system. 

Mr. Ray. Have you had similar difficulties in getting future rates 
from other conferences ? 

Mr. Coun. It isa peculiar thing here. We live in a vacuum in New 
York. Nobody comes in and gives us anything with regard to rates. 
Rates are sacred. That is something you are supposed to apply to the 
conference for. You are supposed to be somewhere along Broadway 
and ask for the rate or call on the phone, but a general publication of 
the rates is something that should not be in the hands of the im- 
porters. 

Mr. Ray. You are dealing with the conferences entirely on imports? 

Mr. Conn. And modestly now on exports, not enough to govern. 

Mr. Ray. And you have not been able to get a ate with ‘respect to 
exports ? 

Mr. Coun. We do not pay that much attention to it on exports. 

Mr. Ray. Your trouble, then, is on the inbound and coming from 
Japan? 

Mr. Coun. That is right. 
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Mr. Ray. That conference we have been told is run from Japan 
with an officer of the Japanese Government, I believe, as chairman. 
The conference is not publishing the rates. Is it not a matter of ad- 
ministration in that conference rather than a defect in the conference 
system which is giving you trouble? 

Mr. Coun. No. I Gillies it is a defect in the conference system. I 
do not see why we have to be a party to it here at all. It is not in line 
with the rest of our American economy. If we want to go on a cartel 
system, I do not think we should start as a freight proposition but 
cartelize everything we do. 

Mr. Ray. Thank you, sir. 

Mr. ZeLenko. I have a question, Mr. Chairman. 

Mr. Downrne. Mr. Chairman. 

Mr. Garmatz. Mr, Mailliard. 

Mr. Maixuiarp. I am trying to get at what you want this committee 
to do. Are you suggesting that we should forbid the United States- 
flag lines to belong to these conferences ? 

Mr. Coun. Yes, sir. 

Mr. Maiurarp. So you are going to allow all the foreigners to com- 
bine against our United States-flag lines and drive them out of 
business ? 

Mr. Coun. No, I am going to put the American steamship compa- 
nies back into business. 

Mr. Maiurarp. Do you know anything about the steamship 
business ? 

Mr. Conn. I have been around it now for 10 or 12 years. 

Mr. Maiuiiarp. Have you ever been in the steamship business in 
any way? 

Mr. Coun. I do not want to be. 

Mr. Maituiarp. That is not the point, sir, I am trying to find out. 
You say that if we were to forbid United States-flag lines to belong 
to the conferences this would be beneficial to them in some way ? 

Mr. Coun. That is right. 

Mr. Mauurarp. In what way ? 

Mr. Coun. It would put them back into a competitive situation 
where they would have to render better service and get the business 
like anybody else in the United States gets the business, on the merit 
of what they do. 

Mr. Matuiarp. If all the foreign lines combined in conferences 
and the American-flag lines were compelled to be out of them, recog- 
nizing that the American-flag operator is a great minority in every 
one of these trades, do you think they could stand up against the 
combined foreign competition if they were not allowed to participate ? 

Mr. Coun. I think that is a little awkward for me. I do not see 
why we have to have a conference at all. I think Congress can legis- 
late that the conference, on goods coming to the United States, is il- 
legal and the foreign lines would not be in conferences any more than 
the American lines. 

Mr. Maruurarp. If Congress were so to legislate, it might be true 
that we could prevent our own flag lines from being in the conferences 
and we could even probably make the conferences illegal, but the 
only means of enforcement would be to forbid foreign lines to come 
to the United States and, if you can imagine what the retaliation 
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would be against our lines all over the world on that, you would not 
have to do much guessing. 

Mr. Conn. The fore eign lines do not want the conference. It is 
the American lines that like it. 

Mr. Maitii1arp. Why is it that in every cross trade in the world 
where there is no American line there are conferences ? 

Mr. Coun. Because that is the European system. That is the cartel 
system but in the United States they do not want the Japanese 
conference. 

Mr. Martirarp. Just a moment. Yon cannot have it both ways. 
The foreign lines where there are no American lines in every + tp 
that I know anything about have conferences which are not only 
stringent as the ones that we permit to come to the United States 
but much more so because they use a deferred rebate system which 
really ties down the customer. How you can reconcile that with the 
view that it is the American lines only that want the conference, 
I cannot reconcile. 

Mr. Corn. I know that the Japanese lines do not want a conference 
between Japan and the United States. It is only the high-cost op- 
erator who is looking for protection. 

Mr. Mariirarp. You are certainly entitled to that ee but I 
have never heard anyt thing that would corroborate it and I sus spect 
I have talked to more people in the shipping business all over the 
world than you have. I just do not see how you can support that. 
Some one line, yes, m: 1y, but, as a general proposition I am sure that 
that is not true. 

Let me go one step further. Assuming that your position has some 
validity, that these conferences are damaging you, you base this ob- 
jection to the conferences on the fact that it is un-American and not 
a free-enterprise system me so forth, and say why do we not regulate 
other things. Can you go to a railroad in the United States and get 
a negotiated price fora ipais nt of your products? | 

Mr. Conn. No. 

Mr. Matrnitarp. Well, why not? 

Mr. Conn. Because Congress has seen fit to give rate-making power 
tothe ICC. 

Mr. Mariurarp. You made the statement a moment ago that this 
arrangement whereby prices of transportation were fixed was unique. 
As a matter of fact, it is not unique at all, is it? Every other form 
of transportation where a common carrier is involved also operates 
under a fixed rate structure, is that right ? 

Mr. Conn. Within the United States. 

Mr. Marmiui1arp. What about outside the United States, any other 
form of transportation ? 

Mr. Coun. The airlines are certainly fixed. 

Mr. Mariirarp. Are there any that are not fixed 4 

Mr. Conn. Not in transportation but why pick transportation when 
that is only one service performed on the goods? 

Mr. Marti1arp. I do not want to get into a debate on that but the 
fact of the matter is that the conference device is simply a method 
that is used to obtain stability in ocean freight transportation and 
other methods are used to provide stability of other kinds almost 
without exception so that I think you are taking an indefensible posi- 
tion when you say that there is something unique about this. 
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The reason we use a different system in ocean transportation is be- 
cause of the tradition of the freedom of the seas so that direct regula- 
tion is not possible under international law. Is that true? 

Mr. Coun. Yes. 

Mr. Maru1arp. Then, are you here attacking the whole idea of 
regulating common carriers and fixing rates or are you just attacking 
the conference system ? 

Mr. Coun. I would say that the attack is on the general regulatory 
rates altogether. There is no reason why this element on the cost of 
the importation and exportation of goods from the United States 
should be regulated, this particular element. The insurance is not 
regulated. 

Mr. Matuuiarp. We are not talking about that. 

Let us stick to transportation. Is your position that transporta- 
tion should not be under regulation, that free competition should 
exist in the transportation business as it does in your business ? 

Mr. Coun. As to rates, yes. 

Mr. Mamu1arp. That would apply to railroads or airlines or any- 
thing else as far as you are concerned ? 

Mr. Coun. Yes. I am not talking about the internal operation in 
the United States or on inland freight. I am talking about the 
foreign. 

Mr. Mariitarp. What is the distinction ? 

Mr. Coun. Because you have control of the internal problems in 
the United States and you do not have control over the cost of put- 
ting a Japanese sailor on a Japanese vessel or building a Japanese 
vessel in Japan. 

Mr. Mariirarp. What about international air traffic? 

Mr. Coun. That is still to be seen. Some of them are independent 
already and some of them are regulated. Most of them are regulated. 

Mr. Maru1arp. I think they are entirely regulated one way or an- 
other because you cannot have an international air service without 
agreements between governments and in almost every instance this 
also includes some kind of a rate establishment business. You have 
some independents as you do in ocean transportation but, generally 
speaking, the rates are open and under something quite similar to a 
conference system, is that correct ? 

Mr. Coun. That is right. 

Mr. Marui1arp. Then I just am trying to get down to whether you 
are coming to us with a general philosophy of opposition to this gen- 
eral procedure or whether you are just burned up because you have 
not had exactly the treatment you want out of one particular con- 
ference. 

Mr. Coun. We have no problems with the conference. I would 
say 95 percent of your goods come in under the conference on con- 
ference vessels at conference rates. I just. do not see why it should be 
regulated and I do not think that Congress or any other group in the 
United States can regulate it to such an extent that it will be ad- 
vantageous for us, either for the importers or in the long run for 
the American steamship companies, because you do not control the 
other elements in the business. 

Mr. Marutarp. I hope you read the transcript of these hearings 
at some point and see how many people will take an exactly contrary 
point of view. I do not mean just the steamship company. 
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Mr. Coun. Everybody will go where their best interests are. 

Mr. Guenn. I have one question, sir. 

You mention that you import some products out of Hong Kong. 
May I ask what they are? 

Mr. Coun. Locks and screws. 

Mr. Guenn. Are these Communist products that come through 
Hong Kong? 

Mr. Conn. You have to have a certificate if they are made there. 

Mr. Gurnn. I realize that. I also realize that there are a lot of 
foreign goods that go out of Hong Kong to Communist China. 

Mr. Conn. It would be pretty rough if you did that, sir. They 
are made right there in Hong Kong. 

Mr. Guenn. That is all. 

Mr. ZELENKO. I am very interested in this. You have expressed 
great solicitude for the American economy. You are very interested, 
it seems to me, in your testimony in getting your goods in as cheap as 
possible and every screw and every lock that you import makes it hard 
for an American workman to earn a dollar here and for American 
manufacturers of that particular merchandise to compete with you. 
I do not quarrel with you on your legitimate complaint in your busi- 
ness but I most certainly do w hen you ‘undertake to stand for American 
economy because I think that this type of operation on a general basis 
does more to undermine American economy and American employ- 
ment than most any other kind; that is, importing goods, nonunion- 
made by cheap foreign labor and to compete with labor in this country. 
[ am for reciprocal “trade and I do not blame anyone for advancing 
himself, but do not hand me the proposition that you are interested 
in the American economy. You are interested in your own economy 
and not in the manufacturer of the American products. 

Mr. Coun. Last year there was some complaint about brass imports 
and I made an offer that anytime they do not want us to import the 
material and it could be just as well as brass that all they have to do 
is stop exporting. I would say probably 15 to 20 percent of our screws 
go right back into exported articles, cars and everything else. You 
cannot have it one way. 

Mr. Zetenko. And you cannot have it one way either, can you? 

Mr. Downrna. I have one final question. Has there been any 
fluctuation in the freight rates as far as nuts and bolts and screws are 
concerned since you have been in the business? 

Mr. Conn. Yes, sir. 

Mr. Down1na. How much does that vary ? 

Mr. Conn. When I was in Japan last May, the rate was $26 and they 
raised it to $33 arbitrarily on the first of June. 

Mr. Downtna. Why do you say “arbitrarily” ? 

Mr. Conn. Because it was not with anybody’s acquiescence. 

Mr. Downrna. That is all. 

Mr. Garamatz. Thank you. 

On behalf of the full committee and the chairman who is not here 
this morning, may I thank all of those who have participated in these 
hearings, the press and others. I assure you that I can speak for the 
committee in saying that the meetings that have been held here for 
the last 214 days have been very informative and we appreciate you 
people being present at these meetings. 
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The hearing is adjourned. 

Thank you very much. 

(Whereupon, at 11:15 a.m., the committee adjourned, subject to the 
call of the Chair.) 

(The following was furnished for insertion.) 


New York, N.Y., April 5, 1959. 
Hon. Hersert C. BONNER, 
Chairman, House of Representatives Merchant Marine and Fisheries, 
Washington, D.C.: 

Deeply regret my inability to testify in person at current hearings on steam 
ship conference. Respectfully request this message be incorporated in the 
record of your hearings. As manager of the traffic department of the Rubber 
Manufacturers Association, Inc., and chairman of the traffic committee of that 
association, I am authorized to reiterate the endorsement of the conference 
system of ratemaking to which I testified at the hearings on H.R. 12751. We 
believe the conference system, supported by some tie with the shippers such 
as the dual rate contract system, is essential to provide the long-term stability 
of freight rates and reliability of service which we require for the conduct of 
our international transactions. 

G. E. Gwinup, 
Manager, T.D. Rubber Manufacturers Association. 





COMBUSTION ENGINEERING INC., 
New York, N.Y., April 7, 1959. 
Hon. Hesert C. BONNER, 
Chairman, House Committee on Merchant Marine and Fisheries, 
New York, N.Y. 

Sir: I respectfully submit the following statement to the committee investi 
gating the conferences dual rate contract/noncontract system: 

My name is John B. Lowe. For the past 25 years of my employment with 
Combustion Engineering, Inc., of 200 Madison Avenue, New York, N.Y., I have 
been the general traffic manager. We have been heavily engaged in export 
trade for almost 25 years. In 1958 our export and import business amounted 
to about $25 million. In 1957 it approximated $22 million. 

Our company is engaged in the design and manufacture of steam-generating 
equipment (power boilers for utility and industrial plants) and accessory 
material. 

In the interest of brevity I will point out one feature that to us is of the 


utmost importance. Ve must have regularity of sailings and stability of ocean 
freight rates. 
ry 


he erection of our material on the jobsite requires that material be delivered 
in an orderly sequence to tie in with erection plans. Many of these projects 
are located at considerable distances from cities and towns. Because of the 
nature of the projects it is necessary that skilled specialized manpower be 
hired and kept on hand. Frequently such labor must be brought in from other 
countries. These employees often are housed and maintained at the jobsite. 
Should interruptions in sailings occur, large expenditures for idle labor would 
result. 

Furthermore, a knowledge that there is a regularity of sailings available is 
of great help to our manufacturing plants and accessory suppliers in their ad- 
herence to production schedules. 

secause the dual rate system, which has been for us reliable and dependable, we 
urge that it be not disturbed. We know what we have, and are satisfied with 
it. We do not know what we might have under a system abolishing contract 
rates. We feel a change could not improve our situation but, on the other 
hand, do fear that a change might greatly harm us. 

We vigorously support the dual rate system and urge that it be permitted 
to continue. 

Respectfully submitted. 

J. B. Lows, General Traffic Manager. 
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NEW YORK COMMITTEE OF INWARD FAR East LINEs, 
New York, N.Y., April 28, 1959. 
Hon. Hersert C. BONNER, 
Chiarman, Merchant Marine and Fisheries Committee, House of Representatives, 
Old House Office Building, Washington, D.C. 


DeaR Mr. BONNER: I am writing with regard to the testimony given before 
your Special Subcommittee on Steamship Conferences by Mr. Eric M. Cohn, of 
Northern Crew Corp., commencing at page 1194 of the transcript. It seems to 
me that a few comments on what Mr. Cohn there said regarding the Japan- 
Atlantic trade are necessary in order to appreciate the real significance of Mr. 
Cohn’s testimony. 

Mr. Cohn complained that in recent years he has been unable to get quota- 
tions of rates for any future period from the conference in the trade from 
Japan to New York. Perhaps Mr. Cohn did not realize that this testimony il- 
lustrates the very point which the proponents of exclusive patronage arrange- 
ments have been making. The subcommittee will recall that the Japan-Atlantic 
and Gulf Freight Conference is the conference which proposed to institute a 
contract rate system in January 1953, in order to deal with the cutrate, non- 
conference competition of Isbrandtsen Co., Inc. Having been enjoined by court 
action from the use of the system, the conference opened rates in March 1953, 
and it was not until 1958 that the rates were closed on a tentative basis. The 
rate war conditions during this period inevitably produced the very instability 
of which Mr. Cohn complained. During that period there were no conference 
rates—except on a very few items—and accordingly, it is not surprising that 
Mr. Cohn was unable to obtain a quotation of conference rates. Of course, at 
any time when rates are closed, it would be a simple matter for Mr. Cohn, or 
any other importer, to get the Japan-United States conference rates from my 
office or from any of the offices of the member lines of that conference. 

It is my opinion that if the Japan-Atiantic and Gulf Freight Conference had 
been permitted to put its contract system into effect, Mr. Cohn and numerous 
other American importers dealing in the Japan-Atlantic homeward trade would 
have been spared the adverse transportation conditions which have prevailed 
in that trade and which may break out again at any time if nonconference, 
cutrate competition reappears. I do not think any witness could have testified 
more dramatically to the need for an exclusive patronage arrangement in 
U.S. oceuanborne foreign commerce. 

I respectfully request that if you feel it would be helpful, you incorporate this 
letter in the record of the proceedings of your special subcommittee, imme- 
diately following Mr. Cohn’s testimony. 

Yours respectfully, 
J. A. DENNEAN, Chairman. 


Far East CONFERENCE, 
New York, N.Y., April 28, 1959. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, House of Representatives, 
Old House Office Building, Washington, D.C. 

DEAR Mr. BONNER: I have had a chance to read the transcript of the testi- 
mony taken at the New York hearings held by your Special Subcommittee on 
Steamship Conferences. The transcript confirms my earlier impression that I 
did not properly deal with one of the questions put to me by counsel during my 
testimony on April 7. 

I have prepared a supplemental statement containing the correct response to 
the question, which eluded me at the time that it was asked. I respectfully re- 
quest that you incorporate the enclosed statement in the record of the proceed- 
ings of your special subcommittee, immediately following the transcript of the 
testimony which I gave in New York. 

Yours respectfully, 
J. A. DENNEAN, Chairman. 


37159—59—pt. 2——14 
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SUPPLEMENTAL STATEMENT OF JAMES A. DENNEAN, CHAIRMAN, Far Bast 
CONFERENCE 


When I testified at the subcommittee hearings in New York on April 7, 1959, 
Mr. Cowen asked whether the Federal Maritime Board, or its predecessors, 
had ever, on their own motion, instituted an investigation of an existing contract 
rate system. I answered that I did not recall offhand (transcript p. 927). 

After being relieved of the tension of the witness stand, I recalled that there 
have been a number of occasions when the regulatory agency has, on its own 
initiative, investigated the legality of particular contract systems or of certain 
features thereof. The research which I have requested to be done discloses 
the following cases over the history of the Shipping Act in which investigations 
of contract systems have been conducted from the point of view of the public 
interest rather than on complaint of a private party. 

1. Ex Parte 5—Contract Rate Investigation, instituted pursuant to Shipping 
Board resolution of June 16, 1926, and July 138, 1926, and dismissed after in- 
formal hearings by Shipping Board resolution of February 23, 1927. No report 
was ever published in this case. 

2. Intercoastal Investigation, 1935 (docket No. 126), 1 U.S.S.B.B. 400 (1935). 
In the course of a general investigation of conditions in the intercoastal trade, 
specific inquiry was made into the matter of contract rates in the trade (1 
U.S.S.B.B. at 450-456, 463). 

3. Gulf Intercoastal Contract Rates (docket No. 294), 1 U.S.S.B.B. 524 (1986). 
This proceeding was a continuation of the contract rate aspects of the inter- 
coastal investigation, and the order therein was ultimately affirmed in Swayne ¢ 
Hoyt Ltd. v. United States, 300 U.S. 297 (1936). 

4. Contract Routing Restrictions (docket No. 513), 2 U.S.M.C. 220 (1939). 
This was an investigation of the propriety of provisions in the shipper’s contract 
form used by certain conferences. 

5. Pacific Coast European Conference Agreement (docket No. 648), 3 U.S.M.C. 
11 (1948). In this proceeding, in connection with an investigation of proposed 
modifications of the Pacific Coast European Conference agreement, the Com- 
mission passed upon attacks directed against the conference’s contract rate 
system in the course of the hearings. 

6. In November 1952, the Federal Maritime Board put into effect its General 
Order 76, which requires conferences which intend to put contract rate systems 
into effect to file statements containing certain information regarding the pro- 
posed systems, and which provides for public notice and opportunity to request 
hearings regarding the proposed systems. Pursuant to this general order, the 
Board has ordered hearings in connection with contract rate systems proposed 
by the following conferences : 

Japan-Atlantic and Gulf Freight Conference (docket No. 730), Trans-Pacific 
Freight Conference of Japan, (docket No. 743), North Atlantic Continental 
Freight Conference (docket No. 751), Great Lakes-Bordeaux/Hamburg Range 
Westbound Conference (docket No. 795). 

7. By order, dated February 19, 1959, the Board ordered an investigation of 
“Agreement and practices pertaining to freighting agreement Gulf and South 
Atlantic Havana Steamship Conference” (docket No. 849). 

This enumeration should indicate that the Board has not infrequently taken 
the initiative in looking into conference contract rate activities. However, it 
must be borne in mind that the private interests affected by contract rate sys- 
tems have, over the years, been quite alert to the remedies available to them 
under the Shipping Act for the assertion of their complaints. From 1922 to 
date there have been numerous cases before the Board and its predecessors chal- 
lenging various aspects of contract rate systems upon complaints of shippers, or 
competing carriers, or both, and there have been a number of cases where lines 
seeking admission to membership in conferences using contract rate systems 
have enforced their rights through complaints under section 22. 
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The cumulative effect of the decisions in the Board’s investigations, and in 
the adversary proceedings, has been the creation of a number of principles 
designed to safeguard the public interest in situations where conferences use 
or propose to use contract rate systems. I am not qualified to set forth an 
analysis of these principles. I can state, on the basis of my years of experience 
with the practical problems of a steamship traffic man and a conference chair- 
man, that the law as it was administered up to, say 1952, apparently provided 
sufficient regulation of ocean carriage so that there were very few complaints 
under the law compared with the situation in other regulated industries, and, 
so far as I know, there were no complaints that the law gave inadequate pro- 
tection to shippers and receivers of cargo. At the same time, conferences were 
able so to conduct their affairs as to protect not only their members, but also 
the shipping public, against the ravages of rate wars. I believe that the legis- 
lative program which the American Steamship Committee on Conference Studies 
bas sketched in broad outline should restore the legal position to the status 
prior to the recent decisions in 1954 and 1958, which so radically changed the 
picture, in my opinion, to the disadvantage of American foreign commerce. 


TRANS-ATLANTIO ASSOCIATED FREIGHT CONFERENCES, 
New York, N.Y., April 30, 1959. 
Mr. J. E. Hewitt, 
Ewecutive Director, Lebanon Chemical Co., 
Lebanon, Pa. 


Dear Mr. HEw1tTT: Receipt is acknowledged of your letters April 14, 16, 17, 
and 21, 1959. Delay in replying thereto has been due to my absence from the 
office. 

I have read with no little interest your letters of April 16 and 17, 1959, em- 
bodying your rather broad views in respect of conferences and contract rates. 
Some of your suggestions are rather beyond the scope of our activities here and, 
indeed, so far as I know beyond anything that Congress could do. I should have 
some doubts for example that the ports of New York, Baltimore, and Philadel- 
phia would relish being closed or that you could expect much success in automat- 
ically eliminating some 25 American lines. 

We are here to simplify if not eliminate difficulties as between competing 
carriers and between carriers and shippers. When we can be of assistance let 
us know. 

Very truly yours, 
NortH ATLANTIC MEDITERRANEAN 
FREIGHT CONFERENCE, 
C. R. ANDREWS, Chairman 


LEBANON CHEMICAL Co., 
Lebanon, Pa., April 14, 1959. 
Mr. C. E. ANDREWS, 
North Atlantic Mediterranean Freight Conference, 
New York, N.Y. 

Deak CHARLIE: On checking into our records we find that we hit a blank 
wall and that our correspondence that we were discussing with you has literally 
gone up in smoke. We attach the photostat of the article in the newspaper at- 
testing to this. We hope that in the future we will document it in more than 
one place. 

Thanking you for your courtesy and consideration, we remain 

Faithfully yours, 
JacK HEWITT. 
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LEBANON CHEMICAL Co., 
Lebanon, Pa., April 16, 1959. 
Mr. C. E, ANDREWS, 
North Atlantic Mediterranean Freight Conference, 
New York, N.Y. 

DEAR CHARLIE: In addition to letter of recent date, due to circumstances 
beyond our control we are hereby requesting again an answer to our previous 
request. Let us state our position. We are an independent shipper and ship- 
ping to possibly as many as 76 different foreign countries during the course of 
the year. Our problem is that in the past we have lost business when we quoted 
on a landed price and using the nonmember of the conference rate. We have 
found later than on an FAS basis our price was equal to or lower than that of 
our competitors, but that on a c.if. basis being members of the conference they 
had secured the business due to the 10 percent differential. We feel that since 
none of the other forms of transportation form groups having dual rates, that 
the shipping group should not have a dual rate either. As far as our own posi- 
tion is concerned, we at times ship a material namely DDT 75 percent, meeting 
ICA specifications that on aging its suspendibility factor will decrease. As a 
matter of fact this suspendibility factor on aging to too great an extent can 
decrease below a usable factor. Consequently, it behooves us to watch the time 
cycle rather closely. Therefore, we feel that we are not asking too much in hav- 
ing freedom to ship on any line that can make the delivery to the ultimate desti- 
nation in the fastest possible time. With this freedom, we feel that we are 
being penalized as a nonmember of your conference, by having to use the non- 
member rate or a rate 10 percent higher than that afforded to members. 

We feel that 10 airlines do not get together and say we will give you a 10 
percent discount if you ship only by us, neither do several railroads combine 
to say the same thing, nor the common carrier trucking industry. Therefore, 
why should an exception be made in the case of the shipping industry. Thank- 
ing you for your courtesy and consideration in this regard, we remain 

Faithfully yours, 
JACK HEWITT. 


LEBANON CHEMICAL Co., 
Lebanon, Pa., April 17, 1959. 
Mr. C. E. ANDREWS, 
North Atlantic Mediterranean Freight Conference, 
New York, N.Y. 

DeaR Sir: As a matter of general information, we were wondering if you 
would be kind enough to answer your opinion of the following thinking. 

We feel that international shipping as a whole should be on a competitive 
basis. We fail to see why an umbrella should be held over U.S. shipping in 
the form of a protected rate, It is our opinion that under an open rate com- 
petition that possibly our 41 or more lines now in existence would be reduced 
to 15 or 16 lines. However, we feel that the 15 or 16 lines then in existence 
might be larger, give better service, have better controls and be on a more inter- 
national competitive basis than they now are. As far as our merchant marine 
being our first line of defense because of the necessity of having ships, we feel 
that if that is the case the U.S. Government could purchase the ships from the 
bankrupt concerns, put them in mothballs and keep them for that time when 
it might be necessary to use them, manning them by Navy personnel and Re- 
serve personnel in case of emergency. 

We further feel that it might be a reasonable suggestion to close the ports 
of New York and Baltimore and Philadelphia as well as possibly some of the 
others around the country where you have a major metropolitan area, conges- 
tion, high cost living conditions, etc., and allow only passenger or luxury liners 
to debark their passengers in these urban areas. Then a new port facility 
should be established for freight only. The ports should handle freight only 
and the rail and truck facilities should be the only consideration in expediting 
the handling of freight. This would reduce the cost of handling, reduce the 
high wages that must be paid by those who have to live in a high cost of living 
area, and I think possibly put the U.S. shipping people back on a competitive 
basis with those of other countries. It would also furnish the United States 
from the defense situation, with an additional facility that could be utilized 
to far better advantage than our present setup. We feel that our port facili- 
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ties regardless of the port in existence today from the freight point of view only 
are congested, expensive, and lack the efficiency that could be accorded if they 
were segregated on the basis of the aforementioned. This is our thinking on a 
rather general basis, and we wonder if you would be kind enough to give us 
your thoughts. 

Thanking you for your courtesy, we remain 


Faithfully yours, 
JACK HEWITT. 


LEBANON CHEMICAL Co., 
Lebanon, Pa., April 21, 1959. 


Mr. C. E. ANDREWS, 
Trans-Atlantic Associated Freight Conferences, 
New York, N.Y. 

Dear Sire: In answer to your letter of April 17 in pursuance to our letter of 
recent date where we informed you on evidence through newspaper copy of our 
fire of June 24, 1957. It seems rather amusing to us that the only conference 
correspondence in evidence between us is that which took place approximately 
6 years ago and then on such a limited basis. I grant you that we had a fire. 
Maybe you had one too, that we are not aware of. I certainly hope you didn’t 
as they are very costly to say the least. 

Nevertheless, we await your reply to our letters with a great deal of interest. 
Thanking you for your courtesy, we remain 

Faithfully yours, 
JACK HEwITrTt. 


NEw York, NY., May 14, 1959. 


House COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 

GENTLEMEN: We refer to the recent committee hearings regarding shipping 
rates on imports and exports. 

As we are directly affected by such rates in a highly competitive industry as 
importers and exporters, we are in favor of keeping rates on a competitive basis. 

We feel that conference groups which theoretically are intended for the pro- 
tection of importers and exporters, do not always work out that way in actual 
practice. They are inclined to become more complacent and ignore possible 
savings that might accrue to their customers because of not having to consider 
lower freight rates offered by independent carriers. 

It would create a healthier and more stable atmosphere to permit normal and 
independent competition which is always the best incentive for better service 
at reasonable charges. We, therefore, urge that legislation should be adopted 
to encourage fair and equitable competition so as to create congenial and true 
businesslike conditions. 

Very truly yours, 
SELDEN & Co., INC., 
Treasurer. 


DuFFCO INTERNATIONAL CORP., 
New York, May 19, 1959. 
CHAIRMAN, 
House Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

DEAR Str: We wish to go on record as being against any legislation which would 
permanently legalize the conference contract dual rate system and which would, 
in effect, deny us the right of using any steamship line which we care to use, 
conference or nonconference. 

This proposed legislation comes at a most unfortunate time, since American 
exporters are finding themselves understood in many markets by European and 
Japanese competition. Yet if the proposed legislation is adopted, it would make 
buying from the U.S.A. even more expensive, 

Very truly yours, 
DUFFCO INTERNATIONAL CoORP., 
A. LEE. 
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GENERAL Foops Corp., 
White Plains, N.Y., June 4, 1958. 
Subject: Dual rate systems; steamship conference agreements. 
Hon. HERBERT BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 


My Deak CONGRESSMAN: May I respectfully suggest your support of recently 
introduced bills designed to preserve the “status quo” to legalize continuation 
of contract rate system employed by steamship companies in various trade routes 
for the past 30-odd years. 

This corporation imports and exports substantial quantities of raw materials 
and finished goods, using members of conference groups in the several trade 
routes exclusively. 

We believe the contract rate system insures stability of steamship service, is 
the means of developing each trade route, and contributes substantially to the 
vessel construction program, particularly of the U.S.-flag lines. 

Importantly, we also believe stabilized freight rates available under the con- 
tract system aid substantially in establishing uniform delivered costs of raw 
materials and finished products benefiting seller and consumer. 

We have never felt the dual-rate system acted in unfair or discriminatory 
ways tending to stifle competition. 

Sincerely yours, 
ARTHUR C. Scurer, Vice President, Traffic. 


IRRIGATION DEVELOPMENT CORP., 
New York, N.Y., June 10, 1959. 
Hon. Epwarp A. GARMATZ, 
House Committee on Merchant Marine and Fisheries, 
Washington, D.C. 

DEAR Sir: We respectfully would like to refer to the conference contract dual- 
rate system. 

Although we cannot consider ourselves experts in all phases regarding steam- 
ship operation, we depend entirely on both the steamship and airplane to carry 
commodities which we forward all over the world. Our world sales are in the 
high seven figures per annum, made entirely outside the continental United 
States. 

It is our humble belief that should the conference receive what they want, it 
may cause the American exporter and importer to become captive to these con- 
ferences. We, therefore, would like to go on record that we are unequivocally 
opposed to this system. 

Trusting that you will give this your considerate attention, we are, 

Yours very truly, 
IRRIGATION DEVELOPMENT CORP., 
ANDREW GILBERT, 7'reasurer. 


K. S. Popper Co., 
New York, N.Y., June 10, 1959. 
Re conference contract dual rate system. 
Hon. HERBERT C. BONNER, 
Chairman, House Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D.C. 


Dear Sir: In connection with the investigation presently being carried on by 
your committee into steamship conferences and, particularly, as to whether or 
not the conference contract dual-rate system should be permanently legalized by 
Congress, we ask your consideration of the following : 

We consider if Congress should permanently legalize the conference contract 
dual-rate system that the conference groups will, undoubtedly, then be able to 
eliminate independent competition and attain monopoly status. 

After 20 years in the export business, the writer is of the opinion that the 
dual-rate system will eliminate free competition and that it may result in 
higher freight rates. 
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Lately, newspaper articles have stressed the desirability of an increase in 
exports from this country in order to safeguard our monetary reserves. To 
achieve this goal, free competition in the freight business is indispensable. 

It is our belief that in setting the rates the conference is less guided by cost 
and similar considerations than by the question of whether or not a particular 
route is open to independent carriers. Observations made in the course of many 
years have led to this conclusion. 

It is our considered opinion that refusal by Congress to legalize the confer- 
ence contract dual-rate system will definitely benefit American exporters. 

Yours very truly, 
K. S. Popper. 





Db 
O 


<a ATG Se OBER 


STEAMSHIP CONFERENCE STUDY 


WEDNESDAY, APRIL 15, 1959 


House or REpresENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP 
CONFERENCES, OF THE COMMITTEE ON 
MercHant Martne AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to adjournment, in 
room 219, Old House Office Building, Hon. Herbert C. Bonner (chair- 
man) presiding. 

Present: Representatives Bonner, Garmatz, Zelenko, Anfuso, 
Downing, Johnson, Ray, and Glenn. 

Present also: Representative Oliver. 

Staff members present: John H. Drewry, chief counsel; Bernard 
J. Zincke and Robert L. Cowen, counsel; and William B. Winfield, 
clerk. 

The CuHatrman. The committee will come to order. 

The first witness this morning is Mr. Staley, vice president, the 
Quaker Oats Co. 

You represent at this hearing the U.S. Chamber of Commerce, 
Mr. Staley ? 


STATEMENT OF JOHN R. STALEY, VICE PRESIDENT, QUAKER OATS 
OF CHICAGO, ILL., ON BEHALF OF THE CHAMBER OF COMMERCE 
OF THE UNITED STATES 


Mr. Sratey. Yes, sir. 

The Cuatrman. You speak for the chamber of commerce? 

Mr. Sratey. Yes, sir. My name is John R. Staley. I am vice 
president of the Quaker Oats Co., Chicago. I appear today on behalf 
of the Chamber of Commerce of the United States, whose member- 
ship includes more than 3,450 local and State chambers of commerce 
and trade and professional associations. I am a member of the 
chamber’s transportation and communication committee. 

The Quaker Oats Co. is a manufacturer of cereals, animal and 
poultry feeds, chemicals and other products, with 28 plants in the 
United States. We make about 12,000 export shipments per year, 
chiefly to the Caribbean area, Central and South America and the 
Far East. We do not ship to Europe because we have other plants 
there. We are signatories to 26 catia contracts. Last year our 
traffic involved the use of 97 separate steamship lines. 

I have had approximately 40 years experience in the handling of 
traffic and transportation matters. I have held numerous official posi- 
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tions in railroad organizations and with the Missouri Pacific Rail- 
road Co. For the past 1214 years I have been vice president of the 
Quaker Oats Co. with complete responsibility for all of its traffic 
and transportation, including ocean transportation, in and out of 
United States and Canadian ports. 

I would like to comment here that the statements that I am going 
to make and the views that I express reflect the experience that I have 
had over these years, and it is not something that I read out of a book. 

Since the earliest days the national chamber has recognized the 

value and need of a merchant marine operating under the U.S. flag 
and has consistently supported a well-balanced merchant marine in 
the interest both of our foreign commerce and national security. 


THE CONFERENCE SYSTEM OF RATES 


With reference to the specific issue before this hearing, the na- 
tional chamber supports the time-proven system of conference rate- 
making. It is essential to the maintenance of a U.S.-flag fleet upon 
which our foreign trade can rely. Steamship conferences provide uni- 
form rates for all members. Fortunately, U.S. lines are admitted to 
membership in all conferences. Were this not true, our lines might 
well be driven from the seas. 

While our lines are partially subsidized to offset their higher oper- 
ating costs, they could well be cut to pieces if they were not tied 
together with each other and with foreign lines in the conferences, 
and if there were no conference arrangement to provide uniform rates 
for all lines, including foreign lines. In effect, therefore, the confer- 
ence system protects our merchant marine. 


REASONS FOR SUPPORT OF CONFERENCES 


The national chamber endorses the conference system of ratemaking 
for two principal reasons. First, the conference system contributes 
to stability of rates and service and helps insure the availability of a 
USS. fleet adequate to meet the needs of U.S. foreign trade business. 

Secondly, an adequate merchant marine is essential for national de- 
fense purposes. In a free-for-all, without conferences, because of 
higher costs, American shipping lines would be at a tremendous disad- 
vantage with low-cost foreign operators. 

Conferences afford a method of self-regulation for the conference 
members. It would be highly impractical to look for Government 
regulation of ocean shipping rates. Any unilateral attempt at reg- 
ulation by our Government would surely bring swift retaliation of an 
unhappy kind by foreign governments. We do not think the time is 
here or will ever come when ocean freight rates should be fixed by 
our Government or any government. 

Other witnesses before your committee have testified that the ab- 
sence of self-regulation has produced many abuses contrary to the 
public interest. 

BENEFITS OF CONFERENCES 


We believe the conference method of operation has these effects 
which are of significant benefit to every foreign trader, and espe- 
cially for the smaller operators. It provides— 





a a RS 





aa 


om 


a aN RIN 





STEAMSHIP CONFERENCE STUDY 


qn 
qr 
ee 


(a) Dependable liner service; 
(6) A better distribution of sailings; 
(¢) Uniformity of rates; 
(zd) A source at which shippers can go to deal with all mem- 
ber lines in a particular trade through the conference chairm: in; 
(e) Stability of rates. 
The average exporter does not have time to shop around among 
a variety of ste: umship companies looking for the most advantageous 
rate. The maintenance by the conference of uniform and stable rates 
presents a protection which is of inestimable value, and here again I 
say particularly to the smaller traders. 


DEPENDABILITY OF SERVICE 


When a U.S. firm sells abroad, it must be in a position to tell the 
customer when the goods will be delivered. Sometimes this is a de- 
ciding factor in a sale. To do this with confidence, it is necessary to 
have regular and dependable ocean transportation and we believe only 
through the conference system can this be maintained. 

The importance of service in any trade, but especially in foreign 
trade, can hardly be overstated. Our company has taken exceptional 
steps to improve the service to our foreign trade. We have instituted 
new and novel documentation processes, and in order to assure more 
prompt delivery of our merchandise, we are carrying substantial stocks 
of such merchandise at the ports so that after the receipt of an order, 
delivery can be made to the first ship that sails thereafter. This ar- 
rangement is costly, but it is an evidence of the importance which we 
attach to the element of service in promoting foreign sales, 


RATES 


Stability of transportation rates normally is more important to the 
exporter than the level at which they may be set. On many move- 
ments we must plan well into the future and we do not want to be 
confronted with rate wars or rates made on a day-to-day basis. 

Conferences provide rate stability. Their rates are known and nor- 
mally remain fixed for long per iods, and especially they do not fluc- 
tuate with demand for space. Competing shippers also know the same 
rate is available to each, and they can depend on it in quoting prices. 

We have not found the conferences greedy or unreasonable in fix- 
ing their rates. As a matter of fact, we not infrequently ask for ad- 
justments either to remove what seems to be an inequity or meet com- 
petition from foreign countries in some other market. During the 
last. year, we have had about two dozen adjustments made in rates; 
some of them very substantial and every one of them is designed to help 
us keep business or develop new business. I could give you a good 
many examples of these rates. If the conference members were sticky 
or ere they would be the losers as well as we. 

The CHamman. Let me interrupt you there. 

How long has it taken you to negotiate these adjustments in rates? 

Mr. Srarzy. It varies, sir. Sometimes we make them on the tele- 
phone. In other instances, it may take a week and sometimes it is 
drawn out for a month or two, but it is not comparable to our prob- 
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lems with the railroads where it may take many, many months and 
even years to get rates fixed. 

The CuarrmMan. You say you find the railroads more difficult to deal 
with than the conference lines of ships? 

Mr. Sratey. No one is really difficult to deal with but railroad 
procedures are such and they have so many complications in their rate 
adjustments that it frequently takes a long time to get railroad rates 
fixed or adjusted. 

We have not had such experiences with the conferences. 

Because of these conference rates, their lines are enabled to main- 
tain regular sailings whether their ships are fully loaded or not. 
Were there not rate agreements, there would be a temptation to lower 

rates for latecomers to fill up the ships. Rates, therefore, could and 
probably would fluctuate for the same commodity on the same ship. 

It has not been my experience that conference rates are set at the 
highest possible level. It has been previously pointed out that a ship- 
owner has a fixed cost. Obviously the maximum revenue that the 
shipowner can get will result from rates that will move the greatest 
amount of traffic. This is an elementary factor in conference rate- 
making. 

I recognize that at times conference rates may be higher than could 
be had if we had wide open competition, but that is a price which we 
are glad to pay for stability. Others have told you this. 

It is my belief based upon my experience and observation that regu- 
lar and consistent shippers of freight are better off with uniform and 
stable conference rates. If we were in another kind of business, I 
might not think that way. For example, if we were contractors and 
were going to build a plant in some obscure port on a one-shot move- 
ment, we mig!:t do better to look for tramp service. But with regular 
weekly and meniabe movements to nearly 2,000 customers scattered 
over a great territory, a stable and certain rate system is the only way 
we can expect to stay in business. 


MACHINERY FOR CONSIDERING SHIPPER PROBLEMS 


Conferences provide a method for a shipper to deal with all lines in 
a given trade route through a single agency. 

We have a similar situation with railroads. Railroads are or- 

ganized into so-called committees by territories: north, south, south- 
west andsoon. The same Department of Justice which is now trying 
to break up these steamship conferences some years ago tried to bre: uk 
up the system of railroad committees or conferences. Had they suc- 
ceeded, a condition of almost unbelievable chaos would have resulted. 
We may take a sample situation. We built a plant and developed 
a one movement of a chemical from Omaha to Buffalo. We had to 
get a suitable rate. How in the world would we ever have managed 
to get a satisfactory rate if we had to deal with a dozen different rail- 
roads at arm’s length with those roads forbidden to meet among them- 
selves or consider this subject in its broad aspects? 

Of course, there are not as many complications in the handling of 
ocean traffic as there are in the handling of rail traffic, primarily be- 
cause of the enormous number of land routes under which traffic can 
be moved. For example, the rate prescribed by the ICC can move 
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traffic over perfectly normal routes from Detroit to Dallas and, be- 
lieve it or not, because of the large number of gateways, junction "and 
interchange points and the great ‘diversity of origin, intermediate and 
destination carriers, there are 4,776,000 routes between these two cities. 

Getting back to the steamship conferences, however, we have this 
situation. When we have a new commodity to move or where we find 
ourselves up against competition, we can go to the conference chair- 
man and give him the facts. I have found them consistently fair. 
They want the business as well as we do. I would not like to have to 
go to half a dozen or more steamship lines to negotiate a rate, and I 
think it would be most unfortunate if I were, for example, to go to a 
single line and get a rate. My competitor might go to another line 
and get a better rate and I would not know it. 

This cannot happen under the conference system. 


THE CONTRACT SYSTEM 


In our opinion the conference system is a device which permits 
competition between carriers but keeps it guided into orderly, unde- 
structive channels. The contract system or the dual rate system of 
ratemaking is an established method that has been adapted to the 
needs of particular trade routes. Many people earnestly believe, and 
I think they have not only logic but experience on their side, that a 
contract or dual rate systeni is essential to the maintenance of a con- 
ference. Our position is that first we want the conferences and, sec- 
ond, if the csiamieee have to have a contract system or dual rate 
system to effectively do business, then we want them to have those 
systems. We see nothing but good in giving them a choice of the 
method to be employed to maintain orderly competitive practices so 
long as the public has available adequate service at reasonable rates. 

I would like to make a side comment about these dual rates. They 
are not at all uncommon. In England our traffic moves on contract 
rates. In Canada we have what they call agreed charges. We go to 
the railroad company if we have a movement that may be moving by 
highway or some other method and we agree upon a rate and it is pub- 
lished and we agree to give the railroad 85 or 90 or, in some cases, 
100 percent of our business. 

We have a lot of rates like that in the United States. For example, 
in Arkansas and Louisiana and Mississippi there are rates on lumber 
and logs and forest products. There are two rates, the regular rate 
and a reduced rate and, if the shipper agrees to give the railroad com- 
pany the lumber that comes out of the log, so many pounds of prod- 
uct, he gets a reduced rate. He signs a contract and gets the lower 
rate. 

For example, in your own State, Mr. Chairman, of North Carolina, 
we have a plant there just opened. We buy a lot of corn. There are 
two rates on corn, the regular rate and a reduced rate which we get 
if we agree to give the railroad company the feed that is manufac- 
tured from that corn. 

There are many other instances which I could cite where there are 
two systems of rates by rail. Probably one that most people overlook 
is the fact that there are two railroad freight rates on everything; a 
so-called normal rate and what they call a reduced rate. 








554 STEAMSHIP CONFERENCE STUDY 


Rule No. 1 in the uniform rate classification says that— 


If you will sign our regular contract form, our bill of lading, we will give you 
the rates that are set forth in this tariff, but, if you choose not to sign this 
contract form but rather to tender this freight to us as a common carrier, we 
handle it on a common carrier liability basis, then the rates will be 10 percent 
higher— 
so that this business of dual rates is here today everywhere. It is per- 
vasive in the field of rail transportation and I do not see anything 
wrong with it in water transportation. 

Rather than encourage monopoly, as some people assert, we think 
the conferences keep competition alive by making it possible for small 
lines and large lines to work side by side. This gives more choice and 
more service to the shipper. 

While lines in any particular conference do not compete ratewise 
among themselves, they do compete with lines in other conferences 
reaching a common market. 

As I have said, conferences are responsive to the need of our ex- 
porters who are in competition with other foreign traders throughout 
the world and I have abundant evidence over the years that our con- 
ference rate structure reflects this. These conference line members 
have facilities for obtaining information abroad and they are fre- 
quently very helpful to American exporters. 

For example, I remember we were having difficulty selling rolled 
oats in Peru. Our competitor was shipping from Holland and to 
all intents and purposes our costs were on a competitive basis ratewise 
with those of the Holland shipper. 

As our agent was unable to determine how the Dutch exporter was 
taking the market, we asked our steamship line friends to look into it. 
Within a time, they developed that the European shipper had been 
misdescribing his merchandise and securing a lower rate. We prob- 
ably never could have discovered this ourselves. This is just one 
instance where the conferences and steamship people have been helpful 
to us in meeting competition abroad. 


CONCLUSION 


To summarize, the National Chamber supports the conference 
method of ratemaking as it is in use today. This includes in some 
instances contract rates and sometimes a dual system of rates. What- 
ever mehtod is in existence today and which helps to support the con- 
ference system, that is what we want to see continued, and if other 
conferences wish to adopt one of these systems to facilitate their suc- 
cessful operation, they should be permitted to do so. However, we 
do not mean to imply that improvements cannot, and should not, be 
made in conference practices. 

A shipper is not obliged to sign a conference contract. There are 
a number of places where we have decided the nature of our business 


was such that we would rather take our chances than go into a confer- 


ence. There have been instances where we have checked out of con- 
ferences because we thought we could obtain satisfactory rates and 
service without the use of the conferences. ; 
While we support the conferences, we do not wish to leave the im- 
pression that we think everything is perfect as it is. But we think 
there are many areas where the conferences could do a better job for 
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us. To give you a single illustration, so far I- have not found any 
two ocean bills of lading which are alike. We do our own documen- 
tation and in the course of a year, we use tens of thousands of ocean 
bills of lading forms. We are required to keep on hand sizable 
stocks of almost 100 different ocean bills of lading forms. We think 
the conferences should be smart enough to devise a short form, uni- 
form bill of lading; they should be able to work this out. 

Some conferences supply us with tariffs. Others don’t, their excuse 
being they don’t have the facilities to print and make distributions. 
We think it would not be unreasonable to re quire them to supply — 
tariffs at a figure which will cover their cost of providing suc} 
facilities. 

Another area in which the conferences might be helpful is in doen- 
mentation. During the period before World War II, the steamship 
lines did a considerable bit of documentation work which is very 
important and quite complicated for many shippers, especially small 
shippers. Many of them have had to fall back on the use of for- 
warders who extract a fee for their services in preparing these docu- 
ments. Our experience has been for our volume of shipments that 
it costs us so many dollars per set of documents to do the clerical and 
other work involved. We know we could increase our volume by 
35 percent with only a tiny increase in our total costs. In othe 
words, the greater the volume, the lesser the cost. 

It is an economic waste to have this documentation work scattered 
all over the lot in the offices of hundreds of shippers and scores 
and maybe hundreds of forwarders. ‘This work could very well be 
consolidated and a very real substantial savings of dollars and cents 
would be achieved if the work were done on a volume basis which 
the steamship lines could organize and offer at a fee to cover thei 
cost and even make a profit. Such a consolidated and coordinated 
enterprise would be far cheaper than almost any individual processor 
could achieve. 

I am sure there are other areas in which conference prac tices could 
be improved and no doubt other people will tell you about them. 

Nevertheless, we ask first, that the Congress support the conference 
system of ratemaking, and second, not condemn the use of a dual 
rate system when it 1s needed by conference members to meet com- 
petition and to enable them to provide the type of regular and depend- 
able service and rate stability without which our foreign commerce 
would be in a mess. 

Thank you. 

The CuHarrman. Mr. Staley, speaking of monopoly, within a con- 
ference, is there competition brought about by better service by one 
member or another of the same conference / 

Mr. Sratey. Yes, sir. There are instances where the service of one 
line is better than another. It might arise from a very simple fact. 
For ex: imple, two lines might operate from New Orleans to some point 
in the Caribbean area and one boat goes direct and the other line may 
stop at Mobile to pick up additional tonnage and take longer, so the 
fellow that has the quicker service gets the business normally. 

The Cyaan. So that, then, prohibits a monopoly within the 
conference or a monopoly as such, because there is competition among 
the sailings in one conference, is there ? 
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Mr. Sratey. Yes, sir. There is definite competition of that type 
and we take that into consideration. 

The CuHatrman. Is that an advantage with respect to the cost of 
transportation ¢ 

Mr. Sratry. No, sir. There is no competition with respect to the 
rates but there is competition in the type of service that is offered. 

Aside from competition in the conferences, I want to emphasize the 
fact that these lines have competition from shippers in other countries. 
That is where the competition is and that is an effective bar on their 
rates, 

I have here a list of about two dozen rate reductions that have been 
made in the past 12 months. These reductions were made chiefly be- 
‘ause we had to get these adjusted rates to meet competition from some 
shipper in another country. For example, we have an alcohol that we 
make, called Furfural alcohol. We found ourselves losing business 
in Belgium and Germany and Holland. What was our trouble? We 
were having competition from a producer in Italy. The conference 
lines cut the rate from $2.65 a hundred pounds to $2 a hundred pounds 
and that is a whale of a reduction. 

The CrarrmMan. That was competition outside of the United States 
between Kurepean nations where foreign-flag lines brought on a con- 
dition that caused American industry to lose business? 

Mr. Sratry. Yes, sir, and when I went to our steamship lines and 
told them this story, they cut the rate for me, so that I think we are 
kidding ourselves when we say there is no competition. There may 
not be direct rate competition ‘between two member lines in that: con- 
ference but there is rate competition with other steamship lines that 
are reaching a common market. That is a pervasive condition. 

The Cuatrman. Without the American-flag vessels being in exist- 
ence, would these foreign-flag vessels have reduced your freight rate 
so as to meet the rates between two foreign countries? 

Mr. Srarey. I believe they would because they are looking for busi- 
ness, too. All of these adjustments are made to get business to move 
and, if we lose the business, they lose the business, too. 

We have found these conference people very sympathetic when we 
are in trouble trying to meet competition from some producer or 
shipper in a foreign country. 

The Cuarman. After having signed a dual rate contract, have 
you in any instance found yourself where you were bound to ship at 
the rate that had been published i in the past without opportunity for 
negotiation of a different rate ? 

Mr. Srarey. I cannot recall finding myself in a pinch because of 
that situation. 

The Cuatrman. That would be monopoly, would it not, if you had 
no opportunity to negotiate after having signed the contract for a 
different or better rate ? 

Mr. scm ry. Mr. Chairman, I cannot conceive of a condition like 
that. Ialways have the right to do that. 

The CratrMan. I say, would that be monopoly ? 

Mr. Srarey. If I were not permitted to negotiate, that is right, 

The Cuarrman. That is what I am interested in. You, yourself, 
have a better opportunity to observe this, I know, than I myself, and 
I imagine other members of the committee. We are trying to find 
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out from you where monopolistic practices have been carried out due 
to this signing of a dual rate contract. I asked you if you could tell 
iis Where such instances may have occurred. 

Mr. Srantey. From my own experience, I cannot recall a condition 
of that kind where I was hurt and, as I say, we have a lot of ship- 
ments going to a lot of countries and use a lot of lines and a lot of 
conferences. I have not been caught in any such jam. I have had 
this situation, Mr. Chairman: that I had signed a conference con- 
tract covering certain movements to Europe, because we do ship some 
things to Europe, and a customer in Germany insisted that we use 
a nonconference line because they quoted a lower rate. I said that 
we had signed this conference agreement and I could not do this. 

He said, “If you do not use this nonconference line we will cancel 
the order.” 

[ called up the chairman of the conference and told him the story. 
I said, “What do you want me to do?” 

He said, “Dick, you have given me the facts.” He said, “You write 
me a letter and tell me this.” He said, “Go ahead and ship on the 
nonconference lines. We do not want you to lose business.” 

[ have had that happen two or three times in the last 10 years. It 
is not an everyday occurrence. That is illustrative in my mind that 
these conference people are trying to be fair with their shippers. 

The CrarrmMan. Do you ship any bulk chemicals? 

Mr. Sratey. We have made some bulk shipments, yes, sir. 

We have shipped some tankers and we have shipped compartments, 
one or two or three compartments of a tanker which is compartment- 
ized. In fact, we are negotiating one now. 

The Cuarrman. Do you do any business on the Atlantic coast of 
South America? 

Mr. Sratey. Yes, sir. We doa tremendous business there. 

The Cuarmman. Do you do any bulk shipping in that area? 

Mr. Statey. No,sir. Our chemicals that gothereareindrums. It 
is only to Europe that we ship bulk chemicals. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. Mr. Staley, to get back to your statement where you 
said you were losing business in Italy and Belgium and Germany and 
one or two other places and the conference people gave a reduction of 
65 cents, I think you said, was that it, from $2.65 to $2? 

Mr. Starry. The rate was $2.65 and they cut it to $2, and the reason 
they cut it was because a competitor was manufacturing this chemical 
in Italy and delivering it to our customers at a lower cost. 

Mr. Garmatz. What was the result of that reduction? Did you get 
your business back ? 

Mr. Sratey. Yes, sir; we did. 

Mr, Garmatz. Can you give a little detail on that? How much 
business did it bring back to you? 

Mr. Sratey. Our total exports to that area run around pretty close 
to 5,000 tons, and we were in pretty bad shape until we got these rates 
adjusted. I think we have recovered or held the bulk of that business 
as a result of these rates. 

Mr. Garmatz. In other words, the conference people have helped 
you and also helped themselves, have they, by that reduction ? 
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Mr. Srauey. Yes, sir. We have rate reductions in such things as 
cornmeal to North Africa, a very substantial reduction of $8 a ton 
quite recently. That put us back in that market. 

As another illustration we had a reduction rate on horsemeat from 
the Argentine to the United States, a reduction of from $4.50 to $3.75 
a hundred pounds, which has enabled us to develop a regular move 
ment of horsemeat for dogfood to this country 

We have had reductions in hominy and grits. We have had a 
significant reduction in rolled oats in tins to Bangkok, Singapore, 
and Hong Kong. We have had many other reductions. Railroads and 
truckers ‘do that, too, when we have trouble meeting our competition. 

Here is infant food to Malaya and Hong Kong. "They cut that rate 
$3 a ton quite recently. It helped us in our market. They are not 
doing this to give away their money but they are making these adjust- 
ments to help us get the business so that they move the tonnage, too. 
It is a two-way street. 

Mr. Garmatz. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Ray. 

Mr. Ray. I have no questions. 

The Cuatrman. Mr. Zelenko. 

Mr. Zetenko. Mr. Staley, you apparently have had good experience 
with the conferences and ‘have told us that. Some of the witnesses 
who have been before us have indicated the fact that they have not 
had too good experience with conferences. Although they favor them, 
they suggest certain improvements in dealing with shippers such as 
the fact that they think it would be better if they knew rates in ad- 

vance or could get hold of rates in advance, particular items like that 
with which I am not familiar. 

We appreciate your full statement and, with the permission of the 
chairman, I would like to ask you, if you have any suggestions for the 
improvement of dealing with shippers in the everyday activities of 
any conferences or any individual line, that you would be good enough 
to forward to the committee at your convenience but as soon as possible 
any suggestions that you might have which you perhaps might have 
been able to pick up in the course of your experience. 

Do you understand what I mean? 

Mr. Sratey. Yes, sir. I have made two suggestions here. One of 
them is that I wish these conferences would develop a uniform bill of 
lading for us and another is that they could restore some of the respon- 
sibility for documentation which is quite burdensome and on which 
many small shippers get pretty badly stuck sometimes by some of these 
forwarders and other people who do their paperwork for them. 

Mr. Zectenko. I did read that. If you have any other suggestions in 
the future that you have not thought of up to this time, we would 
appreciate it if you would forward them to the committee. 

Mr. Sratey. I have one and I will write you on it; yes, sir. 

Mr. Zetenko. Thank you very much. 

I have no further questions, Mr. Chairman. 

(The information referred to follows:) 
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THE QUAKER Oats Co., 
Chicago, Iil., June 22, 1959. 
Hon. H. C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
House Office Building, Washington, D.C. 


Dear Mr. BONNER: On April 15 I appeared before your subcommittee as a wit- 
ness for the U.S. Chamber of Commerce and the Quaker Oats Co. to discuss the 
matter of dual and contract ocean freight rates. 

In the course of interrogation, after my direct testimony and with relation to 
my experiences here with the Quaker Oats Co., in dealing with ocean rate confer- 
ences, I was requested to write and give you any suggestions as to conditions 
where the steamship conferences could improve their handling of foreign freight. 

I have mentioned to the committee three items, one having to do with the 
matter of a uniform short form bill of lading. It would indeed be a godsend if 
the conferences would work something out on this. Rail carriers and highway 
carriers operating in 50 different States and under a variety of State and inter- 
state laws have been able to develop uniform bills of lading, and even inter- 
changeable ladings. 

The second subject I mentioned had to do with the publication of rates. It 
would be a great help to the shipping public if the conferences published their 
rates in tariffs, available to shippers. 

On this subject, certain conferences do publish rates but they publish them 
in a most unsatisfatcory manner. For example, the U.S. Atlantic Gulf-Venezuela 
Netherlands Antilles Conference published a tariff which was effective December 
14, 1955. This is a loose-leaf tariff with provision for the insertion of amended 
pages but no amended pages have been issued. Instead they have issued 106 
rate advices, some of which cover several pages. It is necessary to review these 
106 advices plus the tariff to determine the going rate. 

Another representative unsatisfactory publication is that of the Atlantic Gulf- 
West Coast of Central America & Mexico Conference, freight tariff CA-—5, like- 
wise issued in 1955, to which more than 100 amendments have been made without 
bringing up and reissuing the pages. 

It is difficult and confusing to use these and other similar tariffs. The Federal 
Maritime Board could well be vested with authority to require the publication 
of rates under conditions which they may prescribe, just as the Interstate Com- 
merce Commission prescribes tariff rules for rail, motor, and inland waterway 
carriers. 

A third and even more important situation which is disturbing and which 
the conferences should be required to correct is the lack of a public docket which 
gives notice to the public of rate or rule changes under consideration. We have 
no way of knowing that changes in rates in which we are interested may be 
under consideration until we receive an amendment to the tariff or advice of 
the change which has been decided upon. 

We think the ocean conferences should give the same protection to the ship- 
ping public through the medium of a public docket that other common carriers 
doing business in the United States are required to give. 

Both rail and highway carriers in interstate commerce are required under the 
law and through regulations prescribed by the Interstate Commerce Commission 
to publish weekly a statement of all changes in freight rates, rules, or regula- 
tions which are under consideration. It would be very confusing and difficult 
to do business if we did not have this type of information. 

In Canada the railroads do not have these public dockets and frequently we 
find ourselves in trouble because changes are made without our knowing about 
them in advance. 

In preparing to make an export shipment a very considerable amount of 
paperwork commonly referred to as “documentation” is required. This involves 
a preparation of ocean bilis of lading, an export declaration, delivery orders, 
dock receipts and numerous other papers. A part of this work was done by the 
ocean carriers prior to World War II. When all ocean transport was under 
supervision of the Government during the war the ocean carriers took the oppor- 
tunity to divest themselves of all responsibility for any of this work. The re- 
sult of this has been the shipper must do this job for himself, frequently labori- 
ously and with difficulty; or he must pay a fee or toll to a third party, a for- 
warder or broker, to do the work for him. 

With proper organization the ocean carriers could do much of this work 
with much greater ease and facility than the average shipper could do it. 
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It would be a great service to the shipping public if these carriers would 
assume some of this responsibility for this documentation processing. 

Rail and highway carriers are required by law to issue bills of lading. The 
ocean conferences, with tongue in cheek, agree they will make the bill of lading 
(one copy) but they ask for an extortionate fee for additional copies. Illustra- 
tion is U.S. Atlantic and Gulf-Puerto Rico Conference freight tariff No. 7, page 
37, item 18. This is shirking responsibility. 

I don’t assume there is anything novel in what I have set forth, but if con- 
sistent I would appreciate it if this letter could become part of the record. 

Yours very truly, 


J. R. STatey, Vice President. 

The Cuatrman. Mr. Glenn. 

_ Mr. Guenn. Mr. Staley, you have told us of your great experience 
in railroad transportation and you compare many of their systems in 
giving a better opportunity to the shippers to enter into contracts with 
them and compare it to our dual rate system in the steamship confer- 
ences, Did the Department of Justice ever get after any of these 
various arrangements, to your knowledge, in the railroad industry ? 

Mr. Statey. Some years ago, the Department of Justice brought a 
suit against all of the railroads and endeavored to prove that these 
conference systems of making freight rates by the railroads were 
monopolistic and were contrary to the antitrust law. 

If they had succeeded in breaking up these conferences we all would 
have been in a mess. 

The shippers of this country almost unanimously supported an 
amendment, known as the Bulwinkle Act, permitting these railroads 
to make necessary agreements under the jurisdiction of the ICC. 
They had the privilege of saying whether these agreements protect 
the public. 

I think you have the same thing here where the steamship confer- 
ences are being attacked. 

Getting back to the question of whether the Government has taken 
after any of these rates, they have not attacked the rates, as such, 
where the railroads have two systems of rates, but they attacked the 
practice of the railroads trying to make rates in conference. 

Mr. Guenn. What has the outcome been? Is it still more or less 
in a litigation period ? 

Mr. Starry. After the Congress passed the Bulwinkle Act, the suit 
was withdrawn. 

Now, there is another phase of contract ratemaking which I might 
mention and that is that one railroad, within the last few weeks, 
published a rate on a single commodity—I think it was either pipe 
or ore or steel from up in the north country to Chicago—a so-called 
contract rate on which the shipper agreed to give a certain percentage, 
either 90 or 100 percent, I believe, to the railroad and the Interstate 
Commerce Commission suspended that rate last week for a period of 7 
months to investigate it and determine whether that method of mak- 
ing rates is lawful and consistent with the Interstate Commerce Act. 

I hope that they will find that that rate is a lawful way of doing 
business. 

The rates are made like that in other countries, and we have no 
monopoly on brains and can learn from other countries, too. 

Mr. Guenn. In reference to the reduction in rates you obtained 
on your alcohol shipments from $2.65 to $2, you say that the steam- 
ship conference gave you that in order to help you in your foreign 
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competition. If one of your domestic competitors would go to that 
conference, would he -be entitled to that-reduction or would he have 
to pay that $2.65 rate? 

Mr. Stratey. Any producer or shipper of that commodity would 
get the same rate from all steamship companies in that conference. 
The rate applies for everybody and for all conference lines. 

Mr. Gtenn. Then the conference on reducing the rate for your 
benefit would advise your competitors that were under contract under 
the confarence system of the reduction of rates so that they could 
have the benefit, is that so? 

Mr. Sratey. Yes, sir. It just happens that we have no competitor 
in this country on that particular commodity. 

Mr. Gtenn. But you might have in other commodities? 

Mr. Stratey. Yes, sir; on other commodities we do. For example, 
quite recently we had a reduction made in the rate on animal and 
poultry feed of which we were sizable shippers from gulf ports to 
Puerto Rico, a cut from 90 cents to 80 cents, and our problem there 
was that there were loca] mills in Puerto Rico making animal and 
poultry feed and, if we were going to stay in business, we had to get 
a helping hand. All of us got that rate, General Mills, Pillsbury, 
Ralston Purina, Quaker Oats, all of the shippers of feed got that re- 
duction. We all know about it. We compete with each other but we 
all got the same rate. 

Mr. Guenn. One of your suggestions is to have uniform bills of 
lading. Do you mean the bill of lading of the steamship lines that 
belong to one conference or of all conferences? 

Mr. Svaury. I would like to see some type of uniform bill of lad- 
ing worked out that all conferences could use, but certainly it seems 
to me rather queer that you would have a conference with 12 or 15 
lines and 12 or 15 different types of bills of lading, no two of them 
reading alike. 

Mr. Gurenn. Are not those bills of lading made by the steamship 
lines themselves? The conference itself has nothing to do with the 
bills of lading ? 

Mr. Srarey. I think that is true but the conference should provide 
a counsel or meeting place to discuss this. Just as they agree on the 
rates, why can they not agree on the bills of lading and make it 
uniform ? 

Mr. Grenn. Do you have any comment on the same thing as ap- 
plies to the conference contract as to uniformity of certain provisions ? 

Mr. Sratey. We think there could be a great deal of uniformity in 
these contracts. Perhaps if the Congress would give the Federal 
Maritime Board authority to determine the terms of these contracts, 
they would bring about some uniformity, but no two of those contracts 
are exactly alike, although the general intent of them is the same. 
They have differences. 

For example, we have seven contracts which run for a year at a 
time and which are automatically renewed unless we give them 60 
days notice before the expiration of the contract. 

We have 12 contracts which run for a year and on which we have 
to give 90 days notice of intent to cancel. 

We have one contract that we can cancel at anytime on 30 days 
notice, seven on 60 days notice, and one on 90 days notice. 
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There is no real reason for those great differences between those 
different contracts. They could be more nearly uniform than they 
are now and I think it would be an advantage to everyone. 

It took a man quite some days to read all the fine print in these 26 
contracts to tell me what we had in them. 

Mr. Guenn. That is all, Mr. Chairman. 

The CuarrMan. It is sort of like insurance contracts. 

Mr. Sratry. That is right, and really, sir, it is quite formidable to 
read the fine print in these contracts. 

The Cuarrman. Mr. Downing. 

Mr. Downine. Mr. Staley, from what you have said, I take it that 
freight rates are an important factor in whether you are able to 
market your goods and make a profit on them, is that correct ? 

Mr. Srarey. The freight rates and service are the two factors which 
are important to us. 

Mr. Downtna. Do you think that freight rates are realistically 
based for your commodities? 

Mr. Srarey. By and large we think they are. Now and then we 
come across some inconsistency which, when we call it to the atten- 
tion of the conference, they usually fix up for us, but we have had 
so many instances, not one but time and time again, where they made 
changes to help us either get or retain business. I think that is 
realism. 

Mr. Downrne. You represent a rather large company, and I 
imagine that when you bring a protest to the conference they prob- 
ably pay more heed to you than they would to some small company. 
Do you not think so? 

Mr. Sraxey. It could be true but I was in the railroad business for 
a good many years and I felt a greater obligation to the little fellow 
or to the man at a local station than to a big fellow at a competitive 
point bécause, if I do not take care of the little fellow, who is going 
to take care of him, and I think these steamship people have very 
much that same philosophy. If they do not they are foolish. 

The way to get big shippers is to build up little ones. 

Mr. Downrna. Do you have any trouble getting the tariffs from the 
various conferences? 

Mr. Sratey. Some conferences put out tariffs, and they supply 
them to us. They charge us a nominal sum. Others do not put out 
any tariffs, and that is quite annoying to us. We would like to see 
all conferences issue tariffs even if we had to pay for them. 

Mr. Downtne. You would like to have them made available to 
you ¢ 

Mr. Sratry. Yes, sir. We would like to study the rates of other 
commodities to compare our rates with rates on other commodities 
or from other ports. That is the way you go about making rate ad- 
justments. 

Quite frequently you compare what you have with what somebody 
else has. It is no answer to say, “You can come to our office or to the 
office of the Federal Maritime Board in Washington.” That is not 
very practical. 

Mr. Down1ne. We have heard that objection frequently. 

Mr. Sratey. Yes, sir. 

Mr. Downtna. Now, do you ship to the Far East ? 
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Mr. Sratry. Yes, sir. 

Mr. Downine. You have plants in both the United States and in 
Europe. From what country do you ship to the Far East? 

Mr. Sratey. We ship very largely from the United States and 
Canada. We have some movement from the Far East out of Rotter- 
dam, but most of our Far Eastern business is from the United States 
and Canada. 

Mr. Downrna. How do the rates compare from Europe to the Far 
East as opposed to from the United States to the Far East? 

Mr. Srarey. [ cannot give you any information about that. I do 
not have it in my mind, but I know that on these heavy moving com- 
modities, for example, where we ship a lot of flour, we are in “better 
position to ship flour from the United States than to ship it out of 
Europe. They have to take that meal to Europe and then bring 
it back. 

There is no consistency in ocean rates. For example, for quite some 
time the rates on rolled oats and some other products from New 
Orleans to Havana, Cuba, were higher than the rates to the east 
coast of Africa. 

Mr. Downina. That is the point I am getting at. We have heard 
that the rates from Europe to the Far East on some commodities were 
much lower than the rates from the United States to the Far East. 
I was wondering if you found that true on your products. 

Mr. Sratry. No, sir. To the Far East we think we are at a better 
advantage to ship from the United States and Canada. To the Medi- 
terranean areas we find it to our advantage to ship from European 
plants because of great costs. 

Mr. Downine. Do you know the reason why the rates are higher 
from New Orleans to Havana? 

Mr. Sratey. I think I know part of the reason, sir. There are 
extraordinary labor costs, stevedoring costs at the port of Havana. 

Mr. Downtine. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Johnson. 

Mr. Jounson. Mr. Staley, you appear today actually in a dual 

capacity, do you not, sir, for the Chamber of Commerce of the United 
States and for your company ? ¢ 

Mr. Sratey. Yes, sir. 

Mr. Jounson. Speaking for the chamber of commerce, can you 
tell the committee as to how they arrive at the position taken by you 
as the witness today ? 

Mr. Sratey. I think I can tell you that. First, the chamber has a 
transportation and communication committee of which I happen to be 
a member. That committee is composed of the heads of a number of 
railroads, and I am talking about presidents, some steamship com- 
panies, some inland waterways, some trucking operators, some airlines, 
pipelines, taxicab companies, and streetcar companies, as well as in- 
vestors in those facilities, and I am talking about money people, 
and a sizable sprinkling of users of those various types of transporta- 
tion. 

They also have telephone people and telegraph people in there. 

They meet and the different trade associations, such as the water- 

ways people or the railroads or what-have-you come in and present 
subjects that they want to have the chamber take a position on and 
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these suggestions are discussed very thoroughly and by people who 
might well be considered to know what they are talking about. 

They outline a policy which they think the chamber should adopt. 
That, in turn, is passed to the overall policy committee of the chamber 
which deals with all of these committees. They review it and decide 
whether it is consistent with basic chamber philosophy. 

If they decide to accept it, it is submitted to a vote of the entire 
membership at the annual meeting of the chamber, which will be 
the latter part of this month; and so this thing is pretty thoroughly 
hashed over before a position is taken, and finally, after it is voted on, 
it is the official policy position of the chamber. 

‘That is how we get these policies. We do not just run out and pick 
them up on the street. It represents a lot of work and a lot of thinking. 

Mr. JouHnson. But was there an actual poll conducted by the cham- 
ber of commerce association to its members on this particular question ? 

Mr. Statey. The chamber has had a standard policy for some years 
relating to this subject and that was submitted to the entire member- 
ship at one of their meetings. 

Mr. Jounson. Was that specifically the question of steamship con- 
ferences and the dual rate system ? 

Mr. Sratey. Steamship conferences, yes, and that carries with it 
whatever makes those conferences tick. If they require dual rate 
systems to make them work, then that has the blessings of the cham- 
ber’s policy. 

Mr. Jounson. I believe it is stated on the statement that you sub- 
mitted that it represents 214 million businessmen in 49 States; is that 
correct ? 

Mr. Sratey. I will have to ask my adviser. I think that is correct; 
yes, sir. 

Mr. Jounson. It shows on the face of your statement here. 

Mr. Sratny. I did not look at that. Iam sorry. 

Yes, sir. That is correct. 

I was looking at a special copy. 

Mr. Jounson. Now, Mr. Staley, I gather that your company, the 
Quaker Oats Co., trades mostly in Central and South America and 
the Far East; is that correct ? 

Mr. Statey. From this country; yes, sir. 

Mr. Jounson. Are you a signatory to the River Plate and Brazil 
Conference ? 

Mr. Sratey. Yes,sir. But I will tell you something else about that. 
We did a very big business in Brazil running to several million dollars 
a year, about $5 million of business a year, and in about 1950 or 1951, 
because of the currency situation, they cut off our water, put us out of 
business overnight. We have not been able to ship to Brazil since 
that time, so that, in order to stay in business down there, we finally 
built a plant in Brazil. 

We are still a member of the conference, but we have not used it 
very much except to ship some machinery. 

Mr. JoHnson. Would you care to comment as to the experience of 
zest company as 8 signatory with the River Plate and Brazil Con- 

erence? 

Mr. Statey. Because we have not shipped to Brazil we have not 
had much experience with them lately but at the time when we had 
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this sizable business down there, I had a number of meetings with 
the chairman of that conference and found him most cooperative and 
helpful to me in trying to get some adjustments made in some of 
my rates. 

I have not had anything more to say to him in recent years except 
“hello,” but my reaction to that particular conference was that I 
was well treated. 

Mr. JoHnson. When you say “recent years,” can you put that in 
numbers as to how long it has been since you had dealings with them ? 

Mr. Sratey. In, I think, 1950 or 1951, we were cut out by an act 
of the government down there but before that we were doing a very 
nice business. 

Mr. Jounson. I have one final question, Mr. Staley. You spoke 
of the foreign freight forwarders and you made the statement that 
people sometimes get stuck by these forwarders. Can you tell the 
committee whether or not you have any suggestions as to the control 
of foreign freight forwarders either as to their fees for helping in 
your documentation or in the placing of your freight ? 

Mr. Sratry. First, I must tell you that the less government we 
have the happier I am, but I think it would be a healthy thing if the 
Federal Maritime Board were given more authority than they now 
have to regulate these foreign freight forwarders. They have some 
authority. Just how much I do not know. They have been con- 
ducting some hearings on the subject to see what these abuses might 
be and what could be done about it. 

Mr. Jounson. Can you tell us some abuses known personally to you 
on the part of foreign freight forwarders? 

Mr. Starry. Well, I can give you an illustration that is only a 
few weeks old. The rumor spread that our company, which does its 
own documentation, for which we did have 32 employees until I 
got into it recently, might farm that out to the forwarders, and several 
came in and said, “We would like to do this job for you. We can do 
a better job for you. Weare more experienced.” 

I said, “This is what we would need.” I gave them a set of docu- 
ments and there is a great variety, and I showed them the tonnage. 
They went off and after a while wrote me a letter. This did not hap- 
pen from one company but about three or four. This is what one 
man quoted me: $16.50 per set of documents. Another quoted $12.50 
a set of documents. Another quoted $7 a set of documents. 

Well, something is wrong when they have that variation in charges, 
and all of those companies were large companies. 

I say there is something wrong. If they are going to charge the 
Quaker Oats Co. with 12,000 shipments a year, $16 a set, what do 
you think they would charge the little fellow that has maybe 100 
shipments a year? They can quote any price they want and quote 
me one price and quote somebody else another price. 

Mr. Jonnson. I wonder, at your convenience, if you could give the 
committee any suggestions you may have or that the chamber of 
commerce may have in respect to control or improving the general 

ractice on the part of forwarders and particularly foreign freight 
orwarders? 

The CoatrmMan. May I interrupt for just a minute? 

We have a committee on freight forwarding and I would like this 
witness to come before it. We do not want to get afield from this 
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subject we are on. It probably has some bearing on the subject, but 
we have a committee holding hearmgs on that other subject. 

Mr. Sratey. Some of these forwarders do not like Mr. Staley be- 
cause he has been very outspokenly critical of some of their practices. 

The Cuarrman. They do not agree among themselves. 

Mr. Sratey. I do not mean they are all bad, but some are. 

The Carman. Here is a question on which I would like a short 
answer. It is not altogether pertinent to the subject. 

You say your water was cut off in Brazil? 

Mr. Sratey. Yes, sir. 

The Cuarrman. That is one of the recipients of our foreign aid 
program. They cut the water off of American business doing legiti- 
mate trade down there, is that correct ? 

Mr. Sratey. Yes, sir. 

The Carman. Well, we find then an instance where U.S. business 
was eliminated from Brazil because of legislative acts in Brazil that 
made it prohibitive for American manufacturers to do business in 
shipping goods from the United States ? 

Mr. Statey. They would not let us ship down there because they 
did not have the dollars. We have had other interesting foreign 
experiences. For example, in Argentina we built a plant and they 
made us mix the cement by hand instead of using the mixing machine 
to give a lot of work for the people and then, after we ran the plant 
there a few years, they took it away from us. 

The Cuarrman. I reckon I had better not go too far on this subject. 

Mr. Garmatz ? 

Mr. Garmatz. You mentioned that the conference over a period of 
years has given you a reduction of rates. Have there been times where 
you have been denied your request for adjustment on rates? 

Mr. Sratey. Yes. I think more often than that, though, we got. 
what we wanted. 

Some comment was made about our being a big company and get- 
ting attention. I do not think that is the story at all. I think that 
if a man knows his lesson and tells the truth and goes to the confer- 
ence people, they are going to pay attention to him whether he is big 
or little, but I was in the railroad business and responsible for making 
rates, and there were a lot of people that would come to me with a 
proposition and they were untruthful or would tell me a story and 
did not know their lesson. 

It is these people who complain about the railroads. I do not com- 
plain. I tell them the truth and I know what I am talking about. 
I think that a lot of critics of conferences do not know their busi- 
ness or if they do they do not tell the truth about it. 

The Cuatrman. Mr. Zelenko. 

Mr. ZeLENKO. I have no questions. 

The Cuarrman. Mr. Anfuso. 

Mr. Anruso. I have no questions. 

The Cuarrman. Thank you very much. 

Mr. Sratey. Thank you, sir. 

The Cuatrman. Our next witness this morning is Mr. Triggs. Mr. 
Triggs is assistant legislative director of the American Farm Bureau 
Seduction. 
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STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Triacs. Thank you, Mr. Chairman and members of the 
committee. 

Our statement is very brief and if I may, I will read it. 

At the most recent annual meeting of the American Farm Bureau 
Federation the following policy was adopted by the official voting 
delegates representing the member State farm bureaus: 

We support the maintenance of a privately owned and operated U.S. mer- 
chant marine. We are not opposed to the ocean shipping conference method 
of determining ocean transportation rates. However, we believe that it is im- 
portant to preserve the competitive influence of independent carriers to insure 
that ocean shipping conferences may not abuse the ratemaking authority granted 
them by exemption from antitrust statutes. The exclusive dual rate contracts 
used by many ocean shipping conferenecs can operate to eliminate the influence 
of independent carriers in establishing ocean shipping rates. We believe that 
any legislation to modify the Shipping Act of 1916 would insure that the com- 
petition of independent shipping lines is not impaired. 

The interest of farmers in this issue is obvious. In the fiscal year 
ended June 30, 1958, agricultural exports exceeded $4 billion. The 
exact incidence of the ocean transportation costs incurred in market- 
ing these exports is impossible to determine—but obviously a signifi- 
cant percentage was reflected to farmers in the prices they received 
for their products. Farmers therefore have a direct interest in the 
manner in which ocean shipping rates are determined and whether 
or not such rates are determined in a manner that insures protection 
of their interests. 

It seems to us that the use of the exclusive dual rate contract system, 
when extended to the point that all or most shippers sign such con- 
tracts (1) provides a means whereby nonconference carriers may be 
“frozen out” of a particular movement; and (2) enables the confer- 
ence to fix rates free of the competitive influence of such nonconfer- 
ence carriers. 

Our objection to exclusive dual rate contracts, therefore, does not 
relate to such contracts per se, but rather to the fact that such contracts 
may be used as a means whereby a conference may acquire a sufficient 
control of ocean transportation that they can establish rates relatively 
free of restriction by either regulatory authority or competition. 

It is therefore our position that, whatever amendments to the 1916 
Shipping Act are approved by Congress, the interests of shippers 
should be clearly protected by the preservation and maintenance of 
independent carriers and their competitive influence on rates. It is 
our belief that this objective would not be accomplished by a simple 
legalization of the use of exclusive dual rate contracts. 

Thank you for the opportunity to present these views. 

The Cuarrman. Mr. Triggs, this statement could well be applied, 
changing the name of the subject in a few places, to the statement on 
the 50-50 provision. 

Mr. Trices. I am not sufficiently familiar with that issue, frankly, 
to be able to answer your question. 

The CuarrmMan. You know to what I refer? 

Mr. Triees. In general I know a little bit about it. 
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The Carman. You heard the previous witness’ testimony. At 

our meeting where this statement was drawn up, did you have any- 

body on the committee that drew up this statement that had the quali- 
fications of this previous witness to whom you listened ? 

Mr. Trias. I would rather doubt it, Mr. Chairman. 

The Cuarrman. I ama member of the Farm Bureau myself. 

Mr. Tries. Surely. 

The CHarrMANn. This is all interesting. You would doubt whether 
you had anyone on the committee that drew up this general statement 
that had a comparable knowledge to that of the witness that just 
testified ? 

Mr. Trices. I am sure that this committee will recognize, as I do, 
that Mr. Staley is an unusually competent and capable individual in 
his field of operation. 

The Crairman, Is the Farm Bureau a shipper? 

Mr. Trieas. The Farm Bureau is not a shipper, not the American 
Farm Bureau. Someofthe State farm bureaus are. 

The CuarrMan. Do you have any instance where the dual rate sys- 
tem has affected any individual farmer and will you give the instance 
and just how he was affected ? 

Mr. Trices. We have no such instances, Mr. Chairman. In fact, I 
do not see how, as laymen, we possibly could. 

The Cuarrman. I cannot hear you. 

Mr. Triaes. I do not see how, as laymen, we could possibly have 
any such information because it takes quite an expert to understand. 

The Cuamman. Do you know, of your own knowledge, or does any 
person in authority in the Farm Bureau know and can they point out 
to this — just how this dual rate system would bring about 
a mon 
Mr. gi The term “monopoly,” of course, is a relative term. 
You have all varieties of organization of business from complete 
open competition on the one hand to complete monopoly on the other. 
It does not seem to me that it is a question of black and white. It is 
a question of how far you go toward monopoly, how far you go to- 
ward open competition. We feel that there should be some competi- 
tion in this regulatory system. 

The Cuatrrman. What did you say ? 

Mr. Trices. We feel that toes ‘should be some competitive influ- 
ence in this regulatory system of ratemaking. 

The Cuarrman. Do you hold that there is no competition among 
the signatories to a oun erence operating under a dual rate system ? 

Mr. Triceas. No, sir. We would not say that at all. Of course 
there is. 

The Cuarrman. So that then it is not wholly monopolistic? 

Mr. Triaes. No, sir. 

The nee Or it could not be said to be a restraint of trade 
in itself. 

Mr. Tries. There is a degree of restraint of trade. The mere fact 
that two companies make an agreement as to price is a restraint of 
trade. 

We are not objecting to this particular thing. We are only saying 
that there hall be a degree of competition in the picture to prevent 
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the abuse of their exemption from the antitrust statute. We are not 
claiming at all that there has been any extensive abuses. 

The Cas anillense Do you hold in your presentation here the same 
objection to railroad and trucking agreements that have been spoken 
of by the previous witness ? 

Mr. Trices. Iam notsure. 

The Cuatrman. That would come closer to affecting your picture. 

Mr. Triaes. I am not sure that I understand your question. 

The CHarrman. You heard the previous witness state that there 
were contract rates by railroads, trucks, and so forth, if they sign an 
agreement that they would ship 90 percent or all on this railroad line 
or truckline or whatever it might be. This statement of yours would 
apply against that, would it not? 

Mr. Tricas. I think there is an entirely different set of circum- 
stances. 

The Crarrman. Explain what the difference is. 

Mr. Trices. There is the most complete competitive situation on 
surface transportation as to rates that you could well imagine. There 
is the competition between the railroads and the truckers. There is 
the competition of the contract haulers and the private carriers. 
There is the competition of inland waterway transportation, of pipe- 
line transportation. So here you have an extraordinarily competi- 
tive field of operation that does not need, in some respects, quite the 
same attention to avoid abuse of the shipper as might conceivably be 
the case in ocean transportation. 

The Cratrman. So that, then, it is perfectly all right for a contract 
rate to be entered into and the entire shipment given to one operator ? 

Mr. Trices. This is all right provided there is no endeavor to keep 
all other competitors out of the business. 

The CHarrman. Other competitors would be out of the business if 
I contracted to ship all my business by one operator, would they not? 

Mr. Triccs. They would so far as this particular shipper is con- 
cerned but there are competitive shippers that would prevent that ar- 
rangement from being abused, I think 

ie CHAIRMAN. Mr. Garmatz. 

Mr. Garmatz. I have just one question. 

In your first sentence in the policy made up by your Bureau, would 
you go a little more in detail and explain what you mean by saying: 
“We support the maintenance of a privately owned and operated 
U.S. merchant marine.”? In what way do you support it? 

Mr. Trices. Our people did not. elaborate on that. 

Mr. Garmatz. Can you elaborate on it? 

Mr Trices. I think I could indicate what their thinking is. That 
is, that they have supported the principle that the general public 
through the Federal Government should subsidize a privately owned 
and operated merchant marine to the extent that it is necessary to 
insure 2 merchant marine of suitable size to serve national defense 
and security purposes. 

T think it is the subsidy element that they would favor. 

Mr. Garmatz. You only support it in the form of a general state- 
ment that you are for it? You just wave the flag? 

Mr. Triaes. I guess I do not understand your question. 

Mr. Garmatz. I do not believe I understand your answer. 
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I have no other questions. 

The CHarrman. You have changed your position a lot since the 
general resolution that we considered here some time ago. 

Mr. Trices. There has been some change in our position. 

The Cuatrman. Mr. Ray. 

Mr. Ray. Mr. Chairman. 

If I understand the combination of your written statement and your 
answers to questions, your objection, as a matter of theory, is to some- 
thing which might happen rather than based upon experience of your 
members? 

Mr. Tricas. That is correct. This is a concern that the exemption 
from antitrust legislation should not be abused. That is all. 

Mr. Ray. You have been in the position of opposing these dual rate 
contracts for some years, have you not? 

Mr. Trices. Yes, sir. 

Mr. Ray. Is it proper to draw the further conclusion that none of 
your members have experienced any bad effects from the operation of 
these conference agreements ? ; 

Mr. Trieas. I do not believe that is a question I can answer simply 
“yes” or “no,” Mr. Congressman. I do not see how any of them would 
know or be in any position to know. Very little is known by the lay- 
man certainly about even what rates are or what costs are or what 

rofits are or all the other things that go into a ratemaking system, so 
that I think the answer is that none of us could possibly know. 

Mr. Ray. That comes down to this, does it not, that through the 
years when you have been in opposition to these contracts no one has 
brought to your attention any instance of prejudice to any of your 
members, but you have a theoretical opposition ¢ 

Mr. Triaes. I think this is correct. I think that as a supplementary 
statement it is, I think, quite clear that the dual rate contract system 
has not been used in the United States or by conferences participating 
in the U.S. trade to anywhere near the same extent, nor has it been 
enforced to anywhere near the extent that would be the case if there 
were a statutory enactment, affirmatively supporting the legality of 
the practice. They have been under constant attack and, as witnesses 
have testified, there have been many instances in which a dual rate 
contract system has not been adopted or has not been widely extended 
because of this legal uncertainty. 

Mr. Ray. Thank you, sir. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Zelenko. 

Mr. ZeLenKo. Mr. Triggs, I confess that some of your answers and 
your statement leave me somewhat less than convinced of the sin- 
cerity of the position taken by your organization. 

Mr. Tricas. It is sincere, Mr. Congressman. It may be mistaken 
but it is sincere. 

Mr. Zetenxo. I ask you this question with the utmost respect. Are 
you familiar with this subject that we are undertaking or are you here 
merely to present the position taken by your organization ? 

Mr. Trices. I am certainly not an expert, Mr. Congressman, as a 
shipping manager or in the shipping business, as a traffic manager. I 
am here to present the view that our folks took, which, incidentally, 
I think involves an understanding of principles of competition and 
antitrust laws as well as the question of shipping. 
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Mr. ZeLENKO. Would you be good enough, first, to answer my ques- 
tion whether you are familiar with this subject or whether you are 
merely here to present the views of your organization? I mean you, 
personally. 

Mr. Triaes. I thought I did answer it. 

Mr. ZeLENKO. Would you be good enough to repeat it for me? 

Mr. Tricas. Yes, indeed. I am familiar in a general way with the 
subject, and I am here to present the views of our organization. 

Mr. ZeLeNn«Ko. I see; but you are not too thoroughly familiar with 
the subject ? 

Mr. Triaes. This is quite correct, sir. 

Mr. ZetenKo. Therefore, it would be fair also for me not to ask you 
too many detailed questions because you are not too familiar with 
the subject. 

Mr. Triees. You have that right if you wish to do so, sir. 

Mr. ZeLENKO. How do you feel about it ? 

Mr. Triaas. I would be happy to get off the stand. 

Mr. ZELENKO. I see. Before I contribute to your enjoyment and 
happiness, I would like to ask you a question. 

I would like to ask you this question. You did take a stand upon 
which you feel quite strongly. You say you like to see free competi- 
tion. May I ask you, sir, is not the agricultural industry one of the 
most highly monopolistic by Government regulation that we could 
possibly conceive ? 

Mr. Trees. I do not agree with that, sir, at all. I could make a 
long speech on this if you want it in the record. 

Mr. ZeLENKO. Well, suppose you make it after you get off the stand. 

Thank you. That is all. 

The Cuarrman. Mr. Glenn. 

Mr. Guenn. Mr. Triggs, as our chairman has indicated, I sense quite 
a mellowness in the position of your federation since your appearance 
here last year, and I presume that is because you have given much 
further consideration to the policy and the principles involved in the 
overall picture of what this committee is faced with in this study; is 
that so? 

Mr. Trices. Representatives of the merchant marine industry ap- 
peared and discussed the matter with our subcommittee that drafted 
the resolution and they did their usual very competent job and I have 
no doubt that this is primarily the reason that there is a little shift 
in our position. 

I think our folks understand the issue perhaps a little better. 

The Cuarrman. Mr, Downing. 

Mr. Downtine. Mr. Triggs, I have just one question. I have a 
little difficulty in trying to understand from your general policy just 
what that policy is. Do you object to the dual rate system? Is that 
the policy of the Farm Bureau? 

Mr. Triccs. No. We do not object to the dual rate system per se, 
We do feel that it could be used on occasion, if the Congress gave it 
their statutory approval, as a means of eliminating the competition 
of independents and as a means of materially enhancing the control 
of the conference over rates free of competition. 

I suppose that this means, in effect, from a legislative standpoint, 
and I am freewheeling now, that we are suggesting that any statutory 
language on this point should indicate some recognition by the Con- 
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gress of the advantage of the maintenance of some degree of competi- 
tion within the statutory framework of conference ratemaking, and 
that it would be the responsibility of the Federal Maritime Board to 
give consideration to rate situations that have been derived as the 
result of the elimination of competition. 

Mr. Downina. You know that the Federal Maritime Board does 
have some authority over rates? 

Mr. Triecs. Yes. I forget the language, “if they are discrimina- 
tory. 

Mr. Down1ne. “Prejudicial to the commerce of the United States.” 

Mr. Trieas. Which, of course, does not get at this question of 
whether or not they are monopolistic. 

Mr. Downine. But, as Mr. Ray says, your objection primarily is 
theoretical as opposed to actual fact. 

Mr. Triccs. Well, of course, all support of antitrust statutes, I sup- 
pose, is in a sense pretty theoretical. 

Mr. Downineo. Thank you. 

The Caarrman. Mr. Johnson. 

Mr. Jounson. Mr. Triggs, I think the committee agrees that the 
American Farm Bureau Federation enjoys considerable prestige and 
influence and, as such, I think we would like to respect the resolution 
presented ; but do I understand from your statement that you are not 
too familiar with the whole subject matter, personally, yourself ? 

Mr. Trices. With the shipping business. This is correct. 

Mr. Jonson. Could you tell us who, from your federation, would 
be better qualified to testify here before us? 

Mr. Trices. Quite panies no one, although a number of our State 
Farm Bureau presidents, of course, are involved in cooperatives and 
other operations that do have a considerable shipping business. I do 
= know personally of one of them that has made a study of this 
subject. 

Mr. Jounson. Do I understand you to say that you are not familiar 
with the subject matter and that you know of no one else in oe fed- 
eration, and yet you come before us with a resolution dealing with 
what we term a very important subject matter taking a definite stand, 
is that correct ? 

Mr. Triaes. I think I have to comment on this, Mr. Congressman. 
To state that “you are not familiar with the subject matter.” 

Mr. Jounson. Is that not the statement you made? 

Mr. Trices. Of course we are familiar with the principle of compe- 
tition. Of course we are familiar with the principle of antitrust legis- 
lation. Of course we share with the great majority of people in the 
United States a strong and firm belief that competition is a vital ele- 
ment in what has made the American economy what it is. 

We have, I think, a perfect right to express concern at any measures 
which go in the direction of minimizing competition in any field of 
economic life. 

Now, we have not said that we should have open competition at all 
in our statement. All we have said is that somebody should have 
authority to look at a situation, to find out if there is in a particular 
rate structure an element of monopoly. We are not saying that there 
is monopoly but we are saying that somebody should have the author- 
ity to look at the monopolistic aspect of such rates. 
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It does not take any detailed understanding of the shipping indus- 
try to fee] that this is a sound and fundamental public principle or 
public policy or position to take. 

Mr. Jounson. Mr. Triggs, we do have a very important problem 
dealing with the stability in our shipping and you say in your state- 
ment that it does not take a great deal of ability to deal with that 
subject matter. 

Mr. Tricess. I would not put it in those words, Congressman, no. 

Mr. Jounson. Mr. Triggs, I happen to be a member of the Farm 
Bureau. I have talked to a lot of members and not one has the first 
conception of steamship conferences, dual rates, and it disturbs me 
when they write me as to the position taken and then I come here and 
you tell us that you are not familiar with the subject matter and have 
no one present before this committee who could testify on behalf of the 
position taken by the American Farm Bureau Federation. 

Mr. Trices. Mr. Congressman, you have disregarded my answer to 
your question which I thought was an answer. Surely we are not 
familiar with some of the details of the shipping business, but we are 
familiar with some basic economic and political principles that are 
involved here as well as details of the shipping business. 

Mr. Jounson. We are not interested in generalities. We are inter- 
ested in a specific subject matter. 

Now, when you had your meeting when the offitial voting of the 
delegates took place, can you tell us after what fact-finding informa- 
tion was this resolution presented ¢ 

Mr. Triaes. I will be happy to do that. 

At our annual meetings we have a resolutions committee. It con- 
sists of our 48 State Farm Bureau presidents, plus a few from our 
women’s committee. It is divided into subcommittees which meet for 
about 7 or 8 days prior to the meeting proper of the House of Dele- 

ates. 

" We are urging the committee to insure, in any legislation they may 
recommend, that the use of dual rate exclusive contracts is not per- 
mitted to the extent that conferences may abuse their exemption from 
antitrust law to freeze out competitors or to fix rates entirely free of 
the competition of independent carriers. It does not take a detailed 
knowledge of the shipping industry to recognize a potential monopoly 
situation. 

At this meeting, they receive recommendations and information, I 
would say, from three major sources. The most important is the 
recommendations that have come to them from the State Farm Bu- 
reaus. 

Of second significance, on occasions the personal presentation of 
viewpoints by people who are invited in or are interested in appearing 
in connection with some policy position, and, number three, is back- 
ground information prepared by the staff and presented to the 
committee. 

Mr. Jounson. Mr. Triggs, all of this is very good, but what I want 
to know is, did you consult any steamship lines, any shippers? If so, 
give us the names. 

Mr. Tricas. We had representation of the merchant marine at our 
annual meeting. 
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Mr. Jounson. Well, give us the names. Who was there? What 
steamship lines were represented ? 

Mr. Triaes. I do not know the names of the steamship lines. Mr. 
Alexander Purdon was one, Mr. Casey and Mr. Webster. We do not 
know what lines they represent. They are representatives of the 
merchant marine industry, as I understand it. 

Mr. Jonnson. No shippers were represented ? 

Mr. Trices. No shippers appeared before our group. 

Mr. Jounson. I do not think I have any further questions, Mr. 
Chairman. 

The Cuarrman. Are there any further questions? Does the staff 
have questions? 

Thank you very much. 

Mr. Trices. I thank you, Mr. Chairman and members of the com- 
mittee. 

The CuarrMan. That concludes the witnesses for today. 

Tomorrow morning at 10 a.m., the witness will be the Honorable 
John J. O’Connor. 

Mr. O’Connor, would you let me talk to you for just a minute? 

Do you have a general statement ? 

Mr. O’Connor (Hon. John J. O’Connor, attorney at law, Washing- 
ton, D.C.). No;I donot. I would rather speak from notes which I am 
more accustomed to doing. 

The CHarrMan. It will be difficult for the committee to follow your 
general statement. We have had a rule that we have the witness’ state- 
ment so that the committee would have the advantage of asking ques- 
tions about the particular parts. 

Mr. O’Connor. Of course, Mr. Chairman, sometimes you have indi- 
cated that you might prefer that the witness not read his statement and 
take that time. 

The Cuarrman. In those cases, Mr. O’Connor, to save time I have 
had the witness’ statement put in the record because the reading of it 
was repetitious. You bear with me on that that many of these state- 
ments went over the same field so that I asked that the statement be 
put in the record. 

Mr. O’Connor. I understood and I told your staff several days ago, 
I am quite sure, that I prefer to speak from notes, so that I have pro- 
ceeded along that line. Of course, I could not prepare in advance. 

For instance, I will make some references to the witnesses today, the 
last one of whom swore under oath for himself and all his organization 
that they are against the dual rate system 100 percent. I will have 
to make comments up to date. 

The CHatrMAN. There has been nobody under oath. 

Mr. O’Connor. I mean when they appeared before the Maritime 
Board in the hearings. 

The CHarrMan. Now, there are two things I want to get clear. We 
are not going to try the Supreme Court case. 

Mr. O’Conner. Indeed I do not want to. 

The Cuatmrman. We are not going to go into something that hap- 
pened somewhere else of which we have no knowledge. 

Suppose we get on a good ground and say that tomorrow morning 
your general statement will require about 30 minutes. 








STEAMSHIP CONFERENCE STUDY 575 


Mr. O’Conner. I could not prepare right now. On account of my 
other business I could not prepare a general statement, Mr. Chairman. 

The Cuarrman. I am not asking you to prepare a general state- 
ment, Mr. O’Connor. Your statement that you are going to make 
tomorrow, say, your general statement will be about 30 minutes and 
then give the committee a chance to ask you questions. 

Mr. O’Connor. I could not limit it to 30 minutes, Mr. Chairman, 
because it covers the field with which I have had to do for, say, 15 
years, probably more than any other individual, and I wanted to give 
the background of the dual rate system as it is tied in with the confer- 
ence system. 

The Cuairman. Approximately how much time would you want to 
make your general statement before we are permitted to ask you 
questions ? 

Mr. O’Connor. I would rather go along. Of course, I cannot ob- 
ject toanything. I prefer that, but I would not object to questions as 
I go wane with frequent enough intervals so I could develop a par- 
ticular subject. Then I would gladly submit to questions about that. 
I never have objected to questions. I am perfectly willing if they 
give me time. 

The Cuarrman. I am trying to work out an operating arrangement 
here. That is all. It is a disadvantage to the membership of the 
committee not to have a prepared statement that they can follow, but 
I will go along with you on that. 

Mr. O’Connor. That comes as a surprise, Mr. Chairman. 

The Cuarrman. We will not argue that. We are going to exempt 
you from the rule which this committee has had with respect to gen- 
eral statements. 

Mr. O’Connor. I am willing to abide by the rules. 

The Cuatrman. How much time do you think will be required in 
your general statement ? 

Mr. O’Connor. Of course I cannot characterize it as a general 
statement. 

The Cuatrman. Are you an hour speaker? How long do you gen- 
erally take to make your development of your position ? 

Mr. O’Connor. In some of the arguments before the Federal Mari- 
time Board in reference to dual rate, counsel on each side have been 
allowed as much as 2 hours. 

The Cuarrman. You know, Mr. O’Connor, that we are trying to 
be as patient as we can here. Now, my dear friend, we have heard 
you a lot and I am trying to just work out an understanding before 
we get into any difficulty. 

Mr. O’Connor. You heard me on one occasion last year. 

The Cuarrman. A day and a half. 

Mr. O’Connor. No, Mr. Chairman. You have said that many times. 

The Cuarrman. How long was it? 

Mr. O’Connor. I testified among five witnesses on just one day and 
I finished at noon and you called me back in the afternoon. ‘That was 
on the first day of the hearing. 

The Cuarrman. Anyway, let us get this straight. 

Mr. O’Connor. It took a total of two and a half hours because you 
called me back in the afternoon. Frankly, I think that I would con- 
sume the whole two hours tomorrow morning. 
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The CuHarrman. We will give you an hour and then let them ask 
some questions and you can answer them. 

Mr. ZetenKxo. Mr. Chairman, I move the committee proceed in 
accordance with the rules because, if the witness is going to make a 
statement, we would not be doing anything but listen anyway. I 
suggest that perhaps between now and tomorrow he give us his state- 
ment and we can ask questions, because certainly he is the most im- 
portant witness in this hearing. 

I want to be fair but how we can question Mr. O’Connor extem- 
poraneously I cannot understand, so that I would move that we follow 
the rules in this case, too, and give the witness time to prepare his 
statement. 

If he cannot have it prepared by tomorrow, then we can call him 
some other time. 

The Cuarrman. When would this statement then be ready, Mr. 
O’Connor ? 

Mr. O’Connor. If you want a preliminary prepared statement—— 

Mr. Ray. Mr. Chairman. 

The CuHamman. Justaminute. Let me hear Mr. Ray. 

Mr. Ray. Would we not serve our purpose and save time if we let 
the witness make his statement tomorrow and defer cross-examination 
until we have had a chance to read the transcript ¢ 

The Cuarman, We will do that. 

The transcript can be prepared and then we will call you back. 

Mr. O’Connor. That is satisfactory. 

The Cuarrman. The committee will stand in recess until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 11:35 a.m., the committee recessed to reconvene 
Thursday, April 16, 1958, at 10 a.m.) 
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THURSDAY, APRIL 16, 1959 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES 
OF THE COMMITTEE ON MERCHANT MARINE AND F'IsHERIES, 
Washington, D.C. 

The subcommittee met at 10:15 a. m., pursuant to adjournment, in 
room 219, Old House Office Building, Hon. Herbert C. Bonner (chair- 
man) presiding. 

Present : Representatives Bonner, Garmatz, Zelenko, Anfuso, Down- 
ing, Casey, Johnson, Ray, Mailliard, and Glenn. 

Present also: Representatives Boykin and Dingell. 

Staff members present: John H. Drewry, chief counsel; Bernard J. 
Zincke and Robert H. Cowen, counsel; and William B. Winfield, clerk. 

The Cuatrman. The committee will come to order. 

The witness before the subcommittee this morning will be the Hon- 
orable John J. O’Connor. 

The Chair regrets very much that, due to a joint meeting with the 
Senate this morning, Mr. Downing and the chairman cannot remain 
through this hearing today. I will ask Mr. Garmatz to preside over 
the committee this morning. 


STATEMENT OF HON. JOHN J. 0’CONNOR, ATTORNEY AT LAW, 
WASHINGTON, D.C. 


Mr. O’Connor. Mr. Chairman, before you leave, as you say on the 
floor of the House, I hope this delay is not taken out of my time. 

The Cuarmrman. You are a persistent witness. We are trying to 
accord you any courtesy that has been accorded any witness appearing 
before this committee. This committee has been very busy. The 
Panama Canal Subcommittee which met this morning at 9:30 has 
some very important matters before it and these hearings have delayed 
and retarded the activity of other subcommittees of the full committee. 
Certainly we have to give other subjects attention. 

I assure the witness that you will have every courtesy and I regret, 
personally, very much that I cannot be here this morning. This en- 
gagement that I have is of long standing and I regret that it conflicts. 

I shall read your testimony carefully. 

Mr. Garmatz? 

Mr. Garmatz (presiding). You may proceed. 

Mr. O’Connor. May it please the committee, my name is John J. 
O’Connor. I ama lawyer with offices in New York City and in Wash- 
ington here in the Washington Building. 

Mr. Garmatz. Are you representing any particular company ? 
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Mr. O’Connor. I have been attorney for Isbrandtsen Co. through- 
out all these proceedings and I appear here today as attorney for them, 
but I have said on several occasions that what I may say is not neces- 
sarily their convictions or their policies. I have lived with it and 
previously while in Congress for 16 years I had some familiarity with 
the subject and I am here not in any contentious spirit but to try to 

the attention of the committee the background of this situation. 

Now, I appreciate the enormity of the problem before you. It can- 
not be minimized nor can anybody brush it off either on one side or the 
other. 

Mr. Garmatz. I understand that it was agreed at yesterday’s meet- 
ing that you were to make your statement today and the committee, in 
turn, would have time to read your testimony ‘and then call you back 
later on to question you as to your statement, is that correct ? 

Mr. O’Connor. Yes. That is the way it was left. 

Mr. Garmatz. You may proceed. 

Mr. O’Connor. Since about 1946 I have participated in about nine 
proceedings before the U.S. Maritime Commission which preceded the 
Federal Maritime Board and that Board and I have participated in 
about nine court proceedings. 

In the proceedings before the Maritime authorities, my batting 
average was very good, only about 11 percent, but in court we won on 
every ‘single occasion. 

We were not able to get a final decision on the basic question in- 
volved, the legality of the dual-rate system until 1948. 

We went into court in October 1948 and asked for a succinct deci- 
sion, a definite one, on whether or not the dual-rate sy stem was legal. 

About the same time, the Department of Justice, 2 months before, 
had gone into court and challenged the legality of the Far East Con- 
ference system. 

From that time, until the Supreme Court decided last year, and that 
was 10 years, we were tossed around, which is the only way to state it, 
back and forth to the Maritime Board, not only the conferences but 
the Board itself; and I may say that the Boar d, more actively than the 
conferences made every move to postpone a definitive decision on 
the basic question of the legality of the system. 

We persisted, however, and that decision was handed down and, as 
the chairman suggests here, of course I am not here to retry the 
Supreme Court case or any of these cases. 

One member of the committee said he had examined the record in 
the Supreme Court case. Well, I must compliment him on his powers 
of endurance because the record has 5,000 pages of testimony, 2,000 
pages of briefs and miscellaneous other papers that were pled, and over 
200 exhibits and, when I say exhibits, some of them are voluminous, 

We take the position, and there is no use quibbing about it, 
that the Supreme Court decision held that the dual-rate system was 
illegal, and we proceed from there. Any contention to the contrary 
that each system must stand on its own is really hopeless even to the 
conference people, because in recent years the Federal Maritime Board, 
about which I have no criticism, have held that the only basis on which 
they would approve the use of the dual-rate system was to meet inde- 
pendent competition. 
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If that was not present to any great extent, as they found in Docket 
743, the Trans-Pacific case, they would not approve the system. 

The Supreme Court said that on that basis they just could not 
approve the system. That basis was out, so that the Maritime Board 
is left in the position that they could not approve any system that was 
to meet independent competition. 

Under General Order 76 of the Maritime Board, which was put 
into effect back in 1952, following the first /sbrandtsen case, every con- 
ference using the system, all 63, were compelled to file with the Board 
giving their reasons for the use of the system in that particular trade 
and the basis of the spread they used, and every one of them said in 
those documents which are on file with the Federal Maritime Board 
that they used the system to meet independent competition. 

As one chairman testified on one occasion, frankly, the purpose of 
the system was to eliminate all independent competition. As the 
Chairman of the Board, Mr. Morse, himself said in one decision and 
said here before this committee, the purpose of the system was to elim- 
inate independent competition. 

The Supreme Court said much less than elimination will make 
a system illegal, curtailing it, lessening it, or interfering with inde- 
pendent competition. 

This committee was urged to pass the law which became Public Law 
85-626 which was, in effect, a moratorium holding up the effect of the 
Supreme Court decision. 

I always felt the committee did not appreciate the full result of their 
determination, because, as the Department of Justice pointed out, ad- 
mittedly every conference using the system, except one was using it 
illegally, and the Federal Maritime Board never took any action 
against that because every one of them had not complied with the three 
decisions of the courts, all the way to the Supreme Court that no sys- 
tem could be used until it was first filed for approval with the Board 
and approved, and none of the 63, except possibly 1, were pled or ap- 
proved. That one is the North Atlantic Continental Freight Con- 
ference, and the court of appeals recently sent that case back to the 
Board. So these had a new breath of life which admittedly they were 
not entitled to as the position stood at the time of that act 85-626. 

The prime motive of the conferences, in postponing the fatal day 
in trying to get this temporary holdup moratorium, although never 
disclosed, was to save about $600 million, because under section 15 of 
the 1916 act anyone who violates that act by using the system which has 
not been approved, for instance, is subject to a penalty of $1,000 a day, 
and you can add that up and multiply by 63 and reach a result as of 
the present time. That is $600 million. 

Both decisions, in the court of appeals and the Supreme Court, held 
that the system was discriminatory as between shippers, violated sec- 
tion 14 as to retaliation, and the Supreme Court held primarily that the 
system violated the provision of section 15 of the 1916 act which per- 
mits the setting up of conferences fixing uniform rates—keep in mind 
the distinction between uniform rates—one rate and dual rates or two 
rates—that in setting up the system they could agree themselves 
through rate poolings, sailings, and so forth, and destroy competition; 
and for years they argued before the Board and in the courts that that 
“destroy competition” meant they could destroy outside in form com- 
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petition and the court of appeals and the Supreme Court succinctly 
found that that did not permit them to destroy outside competition, 
only to destroy competition among themselves by setting rates which 
are fundamentally in violation of our antitrust laws, and before that 
our general laws on restraint of trade. 

Way back, in 1951 and 1952, the statutory three-judge court in 
New York, presided over by the illustrious Judge Frank, held that 
the inevitable result of the system was a monopoly, and in that case 
the counsel for the Maritime Board admitted that. It is quoted 
in our briefs. I may have it here later on. He said that the ulti- 
mate result of the system is to effect a monopoly. Of course, that 
word is not exactly correct. It is probably more a a polyopoly be- 
cause it is a combination of more than one person aiming at an ex- 
clusive control of business. 

The fundamental question running throughout it all is, outside of 
any law, any privilege granted under our laws, the basic question 
to always keep in mind is that they charge two rates for identical 
transportation services. Every item of transportation is identical. 
Every incidence of carriage is identical, and nobody in this country 
ever heard of such a thing before. That, in itself, was enough to 
condemn the system, and the Alexander committee, on the proceedings 
of which I shall furnish you with a memorandum later, said that there 
could not be two rates charged for identical transportation services. 

Shipper A and B in New York ship some goods to Japan and put it 
on the same conference ship, 100 tons of flour, for instance. It is put on 
the ship with the same handling process, the two shipments down in the 
hold alongside of each other. It is taken out at Yokohama with the 
same handling process there. Shipper A, because he has signed an ex- 
clusive patronage contract to deal only with the conference lines and 
boycottt any independent lines, get a rate from 10 to 20 or 30 percent, 
or $6 a ton less than shipper B, who refused to sign a contract. 
Charge it to arbitrary reasons that he refused to sign. Those two 
pee paying two different rates for the identical service. That 
is admitted. 

Now you have to face this situation, in my opinion, in the begin- 
ning: If you want to in any way legalize the use of this system, you 
must make up your minds that you are going to permit a mononpolv 
in the hands of common carriers. 

Another thing to always keep in mind which has been confused in 
the testimony of witnesses about contracts and so forth, is that these 
are all common carriers, forced to take all the goods offered to them 
within their capacity to transport them. Some of the witnesses for 
the conferences, under cross-examination, have admitted that if you 
sign a contract you are likely to get a performance as to the carriage 
of your goods. 

In this bluebook, which the committee supporting dual rate legisla- 
tion passed out, they had a cartoon showing the man standing on the 
dock, with his goods around him. He probably is a shipper who 
refused to sign the contract. Witnesses have testified as to why you 
sign a contract. They said, “If I do not sign a contract these con- 
ference lines won’t take my goods,” and one of the biggest importers 
in the country so testified. 

I asked him, “Suppose you brought down a hundred tons of goods 
to the dock and a shipper who was not a signatory of a conference 
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contract brought down 100 tons of goods, and there was only room for 
100 tons of goods on the ship, what goods would be taken ¢” 

“Mine, of course. I signed the contract.” 

Common carriers from the beginning of common carriage are not 
permitted to do that—charge two different rates. 

Of course, you cannot have, you just cannot have a dual rate sys- 
tem without ultimately eliminating all independent competition. 
That is admitted by the Chairman of the Board. It has been ad- 
mitted by counsel for the Board in the courts. It has been discussed 
by the courts. It is just something you cannot do. So, if you want 
to approve this system, you have to make up your minds that you are 
going to have a closed tieup thing for the benefit of common carriers, 
predominantly foreign carriers, and on the ocean. There is no such 
thing in the United States. There is no such thing as a dual rate 
system within the United States. There is no such thing as an exclu- 
sive patronage system in the United States. 

All this talk with ICC carload lots and any other exemption, 
quantity, and so forth, does not apply to this case because it 1s ad- 
mitted that the contract system is applied irrespective of quantity. 
As a matter of fact, under section 14 fourth of the act, any discrimi- 
nation as to quantity is forbidden. It does not apply to distance, 
because they charge two rates for the identical distance. It does not 
apply to the quality of the goods. 

These conferences when they set up a system set it up saying, “We 
are going to charge two rates,” and the rates are not known at that 
time—another confusion that prevailed here in the situation in the 
Pacific which case went to the Supreme Court. 

In fighting over that system, which we finally prevented going into 
effect, the rates had never been promulgated. Nobody knew what the 
rates were going to be after the system went into effect. Any analogies 
about round-trip tickets or commutation tickets or Macy charging 6 
percent less than other stores in New York or any similar analogies 
have been abandoned years ago because of the simple fact that, if 
you buy a round-trip ticket or a commutation ticket on the Penna. 
R.R. to Baltimore, you do not have to sign an exclusive contract that. 
you will boycott the B. & O. and not use that railroad. 

Our U.S. trade is the most luscious trade of the world. The North 
Atlantic trade and the trade from the Atlantic to the Far East are 
the most desirable trades of the world and foraeigners just swoop 
down to serve those trades. Every important foreign operator is in 
those trades and, of course, the American ships in the calculation 
amount to very little. They get these high rates which are fixed on 
the American ceiling of cost principally on account of the high wages 
we pay. They get these tremendous rates, at least twice what they 
could afford to carry the goods for, and many of them do not even pay 
any income taxes in their own countries, because they do not operate 
in or out of their own countries. I do not think anything could drive 
them out of the trade. 

In addition to this high rate they receive, mind you, they try to get 

aid in dollars and, with the currency situation around the world, that 
is 10 percent or 20 percent more and, since World War II, practically 
all the trade in the important trades has been on an f.o.b. basis for 
that reason. so that the seller of the goods can get dollars. 
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Some mention was made here to the effect that the system should be 
applicable to f.o.b. shipments, the Board has come around in recent 
years to definitely say the system cannot apply to f.o.b. shipments 

ecause, if John Jones in New York sells to Thomas Brown in Antwerp 
a shipment of goods and he sells it on an f.o.b. basis, according to the 
invariable custom of the trade all through history, set forth in all the 
documents issued by congregations of. shipping men, importer or 
exporter, Tom Brown in Antwerp takes title to those goods as soon 
as they are under f.o.b., or alongside the ship under f.a.s., and he is 
the owner and he can dictate the “vessel that it shall be carried on, and 
even the Maritiine Board did not feel they could change that. 

If you approved a system these conferences would insist, as some of 
them tried to, that you include in their shipper’s agreement f.o.b. ship- 
ments, which would be setting aside of the illegal at our customs of 
the trade not only here but around the world. 

Fundamentally, in this country price fixing has been held in com- 
mon law and under the statute as violative of our antitrust laws. 
There are very few exemptions from our antitrust laws in this coun- 
try. Some of them are ve ry much questioned and this is one of them, 
so that these steamship lines that get together and fix one uniform 
rate are exempted from the antitrust laws for that purpose and that is 
the only exemption they get from the antitrust laws. There is noth- 
ing said about fixing dual rates and nothing said about a typing 
arrangement or exclusive patronage which has been forbidden in our 
courts from the famous Dick case down, so that you could not tie up 
buyers or any one else to an exclusive patronage arrangement. 

Contrast with that the testimony you have heard from Mr. Crinkley 
and others that these foreign lines getting these huge rates in these 
lush trades to and from the United States do not charge comparable 
rates in their operations from foreign countries to “other foreign 
countries. 

There has been talk about the deferred-rebate system here. Mr. 
Morse referred to it. The deferred-rebate system was the only dual- 
rate system before the Alexander committee and we shall document 
all of that to you in a memorandum. 

The only other system before the Alexander committee was a require- 
ments contract system or a contract of carriage whereby on some spe- 
cific commodities for a specific period the carrier, the single carrier 
agreed to transport those goods at a specific rate and with other obli- 
gations on the carrier. 

Now, there is not enough difference among these shipping contracts 
to shake a stick at. They could be made uniform if they were per- 
mitted to be used. I have read practically all of them. Under these 
shipping contracts, mind you, the conference signs the contract with 
each shipper and the conference lines under these agreements agree to 
do nothing. They do not agree to actually carry the goods, to furnish 
enough ships to carry the goods. They say, “within our capacity.” 
They, agree to do nothing. They put these tremendous penalties on 
the shipper. If he violates the contract he loses the contract rate and 
has to pay the higher noncontract rate and must pay fines or penalties 
of from 50 to 200 percent of the freight he seit paid if he had 


shipped by a conference line. T hey may go out with a ship full de- 
spite the fact that this shipper backed out and, of course, they could 
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not contend they ever made over 10 percent of the freight as profit but 
they get this penalty up to 200 percent. 

Now, we have challenged them over the years to try to enforce that 
in the courts, and they never accepted that challenge except in one 
instance in the case out in Oregon of the Pacific W Faathoanal Confer- 
ence against Leval, where the ‘court just refused to apply any such 
penalties or fines, as it called it, as unconscionable. 

The usual measure of damage is what somebody loses, not a fine 
upon the contract breaker. 

The deferred rebate system was made a crime under the 1916 act 
and was just knocked out of the trade to and from the United States. 
[t still pervades around the world generally. All it does is that 
it gives a rebate to the shipper on every shipment if for 1 year he 
patronizes the conference lines. Often, they do not even use a con- 
tract. Much has been said about the deferred feature of that rebate. 
Well, in my mind, it does not amount to anything. This deferred 
retail system was put in effect back in 1875, and the difficulty of check- 
ing on the shipper as to whether or not he had complied during the 
year required some time, so that some months were involved and at the 
end of that time, if everything checked up right, he got his rebate 
provided also that he patronized the conference lines during that 
period when they were checking on him. Now, this dual-rate system 
is what. has been called a “prebate” system. On each shipment the 
shipper who signs the exclusive patronage contract gets his rebate 
right then. 

The Alexander committee condemned rebates of all kinds as we point 
out in our analysis, and in the discussion in the House and in the 
Senate, participated in by Congressman James F. Byrnes and other 
Members. Congress said “no rebates of any kind.” 

This present system is a rebate right at the beginning, but one mem- 
ber of this committee has said that the deferred-rebate system was 
more restrictive than the dual-rate system, our contract-non-contract- 
rate system. That is not correct. The opposite is correct, because in 
the deferred-rebate system the only penalty the shipper suffered was 
that, if he did not play ball with the conference, he just did not collect 
his rebates at the end; but here under this contract-non-contract sys- 
tem, if the shipper violates the contract, immediately if he wants to 
continue shipping he has to pay the higher, impossible—that’s what it 
is—noncontract rate and also is fined from 50 percent to 200 percent 
of the freight he would have paid to the conference lines. There is 
nothing like that in the deferred-rebate system. 

If I “personally was put to a choice as between the deferred-rebate 
system and this system instituted in this country years after the 1916 
act, I would pick the deferred-rebate system. 

With due respect to you gentlemen, I suppose we have been before 
20 judges and from the testimony of the shippers here this is a sub- 
ject that is about as least understood as any subject. Shippers have 
testified here who do not even know what the spread is in the trade that 
they patronize. 

You had a shipper in New York, Balfour Guthrie, a foreign concern 
connected with shipping in England and the Orient. He did not 
know that the differential in the Brazil trade was $3 a ton. He 
thought is was 10 percent or 11 percent. Last year you had a witness 
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before you, a lawyer named Leonard James of San Francisco. He 
was with the firm in which Chairman Morse used to be a partner. 
That is the conference firm on the west coast. He testified that, of 
course, all these conferences used the dual-rate system but he never 
heard of a noncontract shipper. There never was one, he said. Why? 
That proves the economic coercion of the two rates. Nobody can afford 
to pay the noncontract rate and do business. He has to sign up. 
That is the economic compulsion which has been denounced in this 
country during all that time. 

The Japanese shippers, who were brought from Japan, in the case 
that went to the Supreme Court, testified, as we point out in a memo- 
randum which is documented, that they did not approve the system 
only with great reluctance and they wanted the conferences to do sev- 
eral things; but they wanted that rate war to end out there so that 
they suggested the system but they said, “We have got to sign up 
because we cannot afford to pay the noncontract rate,’ which would 
have been 91% percent higher than the contract rate in that one instance. 

“We cannot afford to pay that. We could not do business because 
on some of the low- salen commodities that spread would wipe out the 
margin of profit.” 

As I point out in a memorandum, I think already mailed to you, 
which you may have received, whether the shippers know them or 
not, there is only one spread in existence that is as low as 10 percent. 
That case is back now in the lap of the Maritime Board. Most of 
them are 20 percent. Some are higher. Some run from $214 a ton 
to $20a ton. So that, as has sometimes been testified, the noncontract 
rate is a paper rate which no one can possibly pay. That is why, 
if they do not want to sign for any reason under the sun, they look 
for an independent. 

The conference says to the shipper, “Sign up with us. We will give 
you a lower rate if you sign up.’ 

They usually talk 10 percent even though it runs to $20 a ton. 

The independent comes along and says to the shipper, “I will carry 
your goods. I will give you 10 percent less than the conference rate.” 

We have never been able to find any law condemning that practice 
in the United States. We have challenged anybody to say it was 
wrong when the Board found in every instance that Isbrandtsen 
always operated at a compensatory rate, always figured a profit on 
every shipment, and that he kept his rates just as stable as long as the 
conference rates were. 

The Board found that he did not vary his rates any more often and 
that is where stability of rates comes in. 

One has heard a lot of talk over the years, and we have listened to it 
ad nauseam, about “stability of rates” and “regularity of service.” 
Well, the Board has always found that Isbrandtsen and other inde- 
pendents have given stability of rates, maintained their rates for as 
long periods, and sometimes longer than the conference, and a regu- 
larity of service just as regular as the conference. 

Isbrandtsen ships for years have sailed every other Friday from 
the North Atlantic to the Far East without fail, on the dot. They 
have sailed in the same way from the North Atlantic to the continent 
and elsewhere. 
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It is the uniform-rate system that assures stability of rates, not the 
dual-rate system. The dual-rate system has nothing to do with it. 
The one-rate system, where every shipper has to pay the same rate, 
assures the stability of rate, and, together with the length of time that 
the conference agrees not to increase the rates and the regularity of 
service flows from the uniform system, not the dual-rate system. It 
has nothing to do with it. 

You have heard stability of rates discussed very often, and we have 
had economists testify pro and con in these hearings. There are a 
number of economists who do not subscribe to the stability of rates; 
that rates keep on a certain level for 6 months. They believe that 
flexibility of rates is also important, and one Government agency which 
investigated the question came to that conclusion because to meet com- 
petition from foreign sources it may be necessary, almost overnight 
sometimes, to reduce a rate, or there may be a necessity on account of an 
emergency somewhere, political or not, to increase a rate, and both par- 
ties can be harmed by any fixed period in the stability of rates. 

You will notice that the conferences boast—that is just recently—as 
to how they sit down and listen to shippers discuss rates. They boast 
that they reduce rates. Reducing rates overnight to shippers who have 
long-term commitments can be just as harmful as increasing rates 
overnight, and they do not give any notice of reduction of rates, as the 
Board has found on occasions. 

I have given you a memorandum of the different spreads. 

The 1916 act, following the recommendations of the Alexander com- 
mittee, prohibited all rebates of any kind, and prohibited retaliation 
against any shipper because he patronized another carrier other than 
a conference carrier. It prohibited destruction of competition out- 
side of the conference setup itself. That was taken as a set process, 
and nothing was done in this country to try to evade it until 1922, 
6 years later, when the conference from the North Atlantic to the 
United Kingdom put in what they called a contract-noncontract ex- 
clusive patronage system. That is what is at issue in this hearing. 
That was just on automobile tires, and then gradually—and I will 
give you the figures in one of these memorandums—gradually and 
slowly over the years the number of conferences using a similar sys- 
tem, very often limited to a few commodities, put the system into 
effect. It was not until the thirties (1930’s) that any considerable 
number of the conferences, then totalling 50 or more, put the system 
into effect. They figured, as the Supreme Court said in the Swayne 
v. Hoyt case, 300 U.S. 297, that this new setrp, the contract-noncon- 
tract exclusive-patronage system, was a mere substitute for the out- 
lawed deferred-rebate system. 

As I said before, it was worse than that. 

The Maritime authorities held it illegal in the early years. 

In the Eden case, the first case, their lawyers advised them it was 
illegal. They took the ground that it was a clear discrimination be- 
tween shippers in violation of section 16 of the act. 

Gradually, with the kaleidoscopic changes in the Maritime authori- 
ties, and they happened so often you could not keep track of them, 
there grew up a sympathy toward the dual-rate system. The Court 
has commented upon the variableness of the decisions which the Mari- 
time authorities rendered and over the years it was very difficult to 
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follow the Maritime setup. I could not tell you the names of the dif 
ferent authorities that had charge of it. There was the Shipping 
Commission, the Shipping Board, and so forth, until 1936 when the 
U.S. Maritime Commission was set up. You could expect any kind of 
a decision. 

First, they were against the system fairly well and then they gradu 
ally mellowed and went along and reluctantly supported the system 
under some circumstances. As the court said, nobody could follow 
these varying decisions and, of course, nobody could follow the differ- 
ent setups of the Board. 

None of the people who had to do with this ocean-transportation 
problem, as far as I can discover, had anything to do with ocean ship- 
ping. Few of them were lawyers and few of them were businessmen 
and they followed principally what their staff advised them and the 
staff was there for years and the staff either came or went. They 
either came from the big shipping organizations which were members 
of the conferences, or they were ready to go to work for them when 
they felt they wanted to move out of the Maritime authority. None 
of the people who made the decisions had any experience. 

I am not talking about the present Board, which is a refreshing 
change from the past, and I am not catering to them for fear of any 
retaliation at all, as they well know. None of these, except in one 
instance, had experience. 

Before the Maritime Commission was set up in 1936, in connection 
with the Subsidy Act of that year, only one person in charge of the 
control of all the shipping, foreign and intercoastal, had experience 
with shipping. Incident: lly, he was a namesake of mine, God rest his 
decent soul. His experience consisted of what he had done at the 
port of Buffalo on Lake Erie, and on the New York Erie Canal. He 
had been alongshoreman. Outside of him, nobody really familiar with 
shipping was a member of any maritime setup. 

Of course, Mr. Morse, the ¢ ‘hairman of the Board, now has had 
a lifetime experience, I believe, in representing conferences and deal- 
ing with this question, and Mr. Stakem, another member of the Board, 
was in the Department for years and has a familiarity, and Mr. Guill 
has shown a very acute interest in this subject; and since their ad- 
vent to the Board a few years ago after the reorganization of the 
Commission in 1951 or 1952, whater ver it was, there “has been really a 
new deal. They have approached this subject. But, in all respect 
to Mr. Morse, with whom I have had no controversy and we differ at 
arm’s length, I can say he has always been fair to me, but you cannot 
expect a man like Mr. Morse, who spent his life representing many 
conferences and defending the dual-rate system when he becomes 
counsel to the Board and later Chairman of the Board, to have any 
views opposite to that. He is frank in saying, “I am for the system 
even though it would eliminate all independent competition.” 

If you reach that point, most of your troubles are over. You do 
not have to worry about the bear you have now got by the tail at this 
moment. You have thrown him. 

Before he was counsel, Mr. Morse filed in the Supreme Court a brief 
representing about 20 conferences arguing in behalf of the dual-rate 
system in those conferences. 








mie 


en 


ne Denisa 


STEAMSHIP CONFERENCE STUDY 587 


I say, despite all that, I do not challenge his sincerity, his honesty, 
or anything else. 

Now, there are about 382 members of the conferences of which 
only 41 are American members. Let us get some of these figures 
straightened out. Let us start at the top. ‘There are about 125 
American operators in the liner and tramp trades. These figures 
I give you are from the Department of Commerce or the Maritime 
Board figures themselves. Of that 125, about 75 are liner operators, 
and of those 75 liner operators 41 belong to conferences. Of that 
41, 24 belong to conferences which use the dual-rate system and at 
most it would be that 24 who would be vit: ally interested in the result of 
the decision in the Supreme Court. That 24 includes the 15 sub 
sidized lines. 

Now, Mr. Cocke, the witness or the chairman of the committee 
that proposes the dual rate, testified that practically all the American 
lines were subsidized. Well, as I say, there are only 15 presently 
subsidized. There are not over seven applying for subsidy at this 
time. You still have a larger number of regular liner American-flag 
operators who are not subsidized and are in conferences using the 
dual-rate system. 

In New York, during the New York hearings, this steamship com- 
mittee got out a release in which they said, “We represent 24 of the 
25 lines that are in conferences.” Well, of course, they forgot there 
were 41 of them. All the rest of the members are foreign lines. 
ve Attorney General Bicks gave you the number of foreign lines 
and U.S. lines in each conference, and I have in my memorandum 
elabors sted on that and you will see that in 16 ¢ onferences there are no 
American lines at all and in maybe 20 there is only 1 American line. 

I will give you a memorandum taking figures from the Maritime 
Board, as all of them are, showing the voting requirements on rates 
in the conferences, and you will be surprised at the number of con- 
ferences having unanimous vote, majority vote, two-thirds vote, and 
so on; and from it you can readily see the chance that the American 
lines have in those conferences. 

Mr. Bicks’ memorandum gave you figures which he obtained from 
the Maritime Board, figures m: ude up for him, showing the number of 
independents in the different trades, both in the 63 trades where the 
system is used and in the 55 trades where it is not used. 

Gentlemen, those are the exact figures of a count and recount of the 
Maritime Board’s records; 63 conferences use the system and 55 do not. 

In Mr. Bicks’ memorandum, his tabulation at the end of his presen- 
tation, shows you the number of independents in each one of those 
trades when the dual rate system is and is not used. 

We have gone further than that and we will submit to you a mem- 
orandum showing you the names of the independents and their flags 
and you will see a number of American-flag independents, besides 
Isbrandtsen. 

Now, it has been said here, “Why has not anybody come along and 
attacked this system except Isbrandtsen ?” 

Well, of course, you all, especially you lawyers, have had expe- 
rience undoubtedly of a test case and people taking a free ride. We 
have known however, who was sympathetic with us riding on our 
coattails. 
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It was always hush-hush, behind the hand, “Do not let on. Do 
not hang me up,” and they were not only independents not in the con- 
ferences, but some of the American lines who were in conferences 
hoping that we would win out in the end. That is not an unusual 
situation because running through all this there has been a definite 
theory that the American merchant marine, which has not done 
so good to date if it ever will amount to considerable, might be much 
better off if they were freed from this domination by the foreign 
lines. 

It is continuously asked, “Why does not Isbrandtsen join a confer- 
ence?” That is a good question. It was given consideration for a 
great many years by Mr. Hans Isbrandtsen who was recognized as 
one of the top steamship operators. Nobody complained about the 
Isbrandtsen operation, the service they give, the type of their ships, 
using American crews, of course, and so forth. He went into the prob- 
lem for years and never could make up his mind that if he were going 
into a conference, a smaller operator, often with slower ships, with 
ships that did not have the fancy accommodations of refrigeration, 
silk rooms and other rooms, whether he was going to get his neck near 
that noose. He knew from his experience in Europe and from here 
that it was a very dangerous thing. 

If a client walked into my office and was going in the shipping busi- 
ness and said, “Should I join the conference in this trade,” I would 
hesitate to advise him to do so. 

It is not as easy as that because its prime purpose is to help the 
big shots. 

Well, the Board went along with the dual rate system and despite 
that they were advised by their counsel that the system was illegal. 

I am going to give you a memorandum about what was known as 
Ex Parte 5, a very mysterious proceeding before the Federal Maritime 
authorities, so mysterious that this is the only proceeding I can find 
that was not reported in the regular reports and books of the Maritime 
cases. I dug it out of the National cuetiven, That was an investi- 
gation of the system again on the theory that it was improper. That 
was along in 1923. That was suddenly hush-hushed. Somewhere in 
one of the briefs I published correspondence between the Maritime 
lawyer who held the system was illegal and his boss in the Regulation 
Bureau, who said, “You better watch your step and not be giving 
those opinions like that.” 

One Maritime lawyer, who attacked one conference as late as 1948, 
attacked the system as illegal. Shortly after he took that position 
he was no longer in the employ of the Maritime authorities as a 
lawyer. Some people say, “Well, that is not a sequitur at all. It just 
so happened.” Well, all right it did happen. 

Of course, over the years we listened to this argument that, while 
the Maritime Board did not expressly approve the use of two rates, 
the dual-rate system, by inference, because it did not condemn it, it 
approved it. I have almost stated it. We have listened to it for so 
long. The courts kicked out the window finally any such fantastic 
deduction. 

Mind you that in this dual-rate system of these 118 conferences 
organized under our American law and operating by sufferance of our 
laws, they compel this boycott of nonconference lines against an Amer- 
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ican line as well as a foreign line. For years we argued with the 
Board some years back when Admiral Smith, I think, was Chairman, 
that they ought to put a caveat in there, that that boycott or that 
exclusive patronage should not apply against American nonconfer- 
ence lines, they should be exempted. Y ears ago in the Far East Con- 
ference, I think it was, operating from the North Atlantic and gulf 
to the Orient had in their shippers’ agreement that the binding etfect 
to use only conference lines and not to patronize the nonconference 
lines did not apply to the Isthmian Line. Well, the Isthmian Line 
was a very important line, now applying for subsidy. It was a wholly 
owned subsidiary of United States Steel. It was exempted. Well, 
we know the reason. We think we know the reason, because there are 
no secrets in this trade any more than there are in others, that United 
States Steel did not want to stick its neck out and join up with cartels. 
It had enough worries of its own being charged as a huge monopoly. 
So they just would not join conferences, but they did not suffer. 
They shared in the exclusive patronage contracts. 

Isbrandtsen, operating alongside of them, could not get that priv- 
ilege. 

Many of the lines, foreign especially, joined these conferences as 
associate members. That is, they do not have a vote but they have 
all the privileges of partic ipating in the shipper’s contract in the con- 
ference. 

The Peninsular & Orient Co. right now is applying for the priv- 
ilege to join the Pacific Westbound ‘conference as an associate member. 

The Peninsular & Orient Co. is the biggest thing in the world. 
It is an English setup. It is the biggest ship operator in the world. 
[It belongs to conferences all around the world. 

I want to quote to you now from the head of the company who is a 
lord. I should not be quoting him. No O’Connor should ever be quot- 
ing an English lord. Lord Leathers is the head of the company. 
They feel very powerful around wi world. 

When iebeamsitzen, after the war, started going through the Panama 
Canal to the Far East and sponse back through the Suez and they 
switched going outbound through the Suez on the journey around 
the world, this Lord Leathers wrote to Isbrandtsen and said, “You 
have no right to go to that trade. We have served that Indian trade 
for countless years. You have no right to go in that trade.” Of 
course, ene felt like the British Empire felt for years, that they ruled 
thes 

This Lord Leathers probably is the greatest authority on the effect 
of the dual system. From the beginning we have had in the courts, 
before the Board and here now, the diflic ulty of meeting this repeti- 
tious clamor that the conferences cannot exist without the dual-rate 
system. 

Well, that is disproved from the very figures of 63 using, 55 not. 

Here is a quotation from the greatest authority in the world, this 
Lord Leathers, head of Peninsular & Orient. He shappe ned to be in 
New York immediately after the Supreme Court’s decision came down 
on May 19, 1958, and is quoted in the New York Journal of Commerce. 
This is what he said : 


Steamship rate conferences are economically justified and will continue to 
exist even though dual rates or the system of rebates is abolished. Conferences— 
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not dual rates—keep things in good order and are supported as fully by the 
big shippers as by the steamship lines. 

That reference to big shippers is very important. It runs all 
through this consideration. 

C ontinuing quoting: 

Advised of the recent Supreme Court decision which outlawed dual rates 
in the Japanese Conference and has raised fears that rate wars may materialize 
and the conference system suffer— 

Lord Leathers observed that this need not necessarily follow. He 
termed the dual-rate system as similar to the rebates allowed by 
European conferences to large shippers. 

His reference to European rebates was to the deferred-rebate sys- 
tem. He says that our system is similar to it. “He said this was an 
important inducement to shippers and that even if it—the dual-rate 
system and the deferred-rebate system—even if it were eliminated the 
basic economic reasons for conferences still existed.” 

So that, throughout these proceedings we have never directly at- 
tacked the conference system, itself, whereby steamship lines could 
get together and fix a uniform rate. 

W ell, the Bulwinkle bill, of course, as to railroads, Just in recent 
years did the same thing as to railroads with many important limita- 
tions. They could get together and fix rates but they still could each 
charge whatever rate they wanted. 

But it is important to keep in mind that under the Bulwinkle bill 
as to railroads or any conferences used as to airlines, even international 
airlines, such conferences or liners do not. use, are not permitted to use, 
and it has never been suggested that they be permitted to use a dual- 
‘ate exclusive patronage system. 

Now, as to these big shippers that have appeared before you like 
Kodak, Du Pont, Quaker Oats. I could analyze their testimony and 
point out where they are the best supporters of the position we take. 
They have no difficulty —- down with these conferences and getting 

rates from them. They can control the situation. Of course, their 
prime anxiety is that the little shippers cannot get a rate less than they 
get. For that reason they would like to see all the independents off 
the sea. They have their committees which illegally sit down with 
conferences and fix up as to rates. I do not think they deny the 
illegality of the proceeding like the cotton shippers from the South 
who were so bold as to say, “We asked the conferences to put the system 
on cotton at $4 a ton.” Of course, they know that they are subject to 
prosecution under the antitrust laws. 

I never had time to complete it but I considered bringing triple 
damage actions against them, and some of them admitted they would 
have no defense, bec ‘ause the immunity under section 15 to steamship 
lines that join in a conference and fix rates among themselves does not 
extend to any outsiders such as these shippers, - and, of course, that 

was definitely held by the Supreme Court as to a similar immunity 
granted to labor unions, that it did not extend to anybody outside. 

What they want to be assured of is that the little fellow cannot get 
a lower rate from an independent. They talk about the fact that 
“every shipper should pay the same rate.” Well, at first blush that 


sounds innocent, but is it? Maybe the underlying fault of this whole 
thing is that the whole philosophy of it is Old World. It does not 
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coincide with any of our tradition or thoughts in this country of free 
enterprise or open competition. 

One of them testified in one of the hearings saying, “I think every 
shipper should pay the same rate.” 

Well, I pointed out that that was only one element of the cost of the 
goods to the ultimate consumer, what about the other elements ? 

“J think that everybody should have to pay the very same price for 
the material, for the wages, and every other cost in the production.” 

I brought him right up to the point where he sold the goods to the 
consumer. 

At that point, everybody’s cost was the same with no consideration 
to the traditional initiative, industry, and efficiency of the American 
producer. 

Just within the last few days Senator Byrd made the statement, 
“Free competitive enterprise is the source of this country’s economic 
greatness.’ 

Now, these big people who have their factories abroad, make goods 
cheaper abroad than here, pay much less wages abroad than here, 
ship their goods back in here, cameras from Germany, Quaker Oats 
from Amsterdam, and so forth, and they want to put a blanket on the 
little American shipper so that he would have to devise at the very 
end of the transaction some manner of competing with them. As I 
say, it isan Old World cartel idea. 

The latest book on this subject, which some of you have seen, of 
course, is this book by Professor Marx of Dartmouth, “International 
Shipping Cartels.” That is a bestseller around here now. 

Mr. Garmatz. You are not going to put that in the record, are 
you? 

Mr. O’Connor. It went in one record before the Maritime Board 
over my objections because, although the distinguished professor 
dedicated the book to me, I had the privilege of cross-examining him 
for 1 week in which he repudiated the cicatem, 

You have heard that old statement, “Never write a book.” He is 
not too strong for this Old World cartel but he recognizes it as such. 
Of course, it is not indigenous to this country at all. It is so opposite 
to all our traditions. 

Since the early thirties we have had imported a lot of the ideologies, 
and what not, from these distant places, and this is one of them that 
has crept in here—this cartel price-fixing tie-in monopoly. 

In 1911 and 1914 and up to 1916, when the Alexander committee was 
investigating this subject of steamship conferences, there were prac- 
tically no American lines in the trades. There were at most two in 
the Atlantic and one in the Paeific. The problem they were struggling 
with was to protect the American shipper against the extortions of 
these foreign lines. They were trying to get them all to set up con- 
ferences under the auspices of an American agency which in some 
way could have some control over them, and the Alexander commit- 
tee first considered and had among some of its varied legislation before 
it provisions for regulating rates. That was abandoned later on and 
the Maritime authority was not given that privilege. 

The point I want to make is that there was not any thought there of 
protecting an American merchant marine but the shippers. Nobody 
gives a tumble to the hundreds of thousands of shippers in this 
country that suffer. 
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Why should shippers in this country pay twice the amount that 
foreign lines are entitled to receive for the services they render? Our 
1936 ‘Subsidy Act, which I personally brought in to Congress, was 
. posed to take care of that by giving them an operation differential 

ubsidy to the American operator so that he could compete with these 
ioe priced foreign operators who pay, of course, ridiculous wages. 
Not only Japan but England only pays 25 percent of what we pay. 
The subsidy was supposed to take care of that. 

Incidentally, in connection with a suggestion Mr. Mailliard made 
the other day about foreign countries paying similar subsidies, there 
is no such thing. I am passing up an official publication of the 
Maritime Bo: ard, at the end of which it shows that just France and 
Italy may, to a very limited degree, do that, but that none of the other 
countries do. 

As I point out to you in a memorandum, most of these spreads 
are 20 percent in the percentage bracket and most of them $3 or 
$4 a ton in the dollar bracket. It has always been difficult to deter- 
mine whether the flat dollar spread was more injurious to the shippers 
than the percentage or whether it was more coercive economically on 
forcing the shipper to sign. 

That is the big question here, economic coercion. That is what it 
is, coercion. 

I will give you an example. Isbrandtsen has been fighting the dual- 

rate system all these y ears and, as you have probably heard, Isbrandt- 
sen from time to time is a morchant around the world importing jute 
and rubber and so forth, and exporting coal and steel and so forth. 
Of course, where it operates in trades it can carry itself, except in 
one instance which I will mention, but where it does not operate it is 
confronted with this: whether it will sign an exclusive patronage con- 
tract and get the lower rate or pay the “higher practically prohibitive 
noncontract rate. It has had to sign up. Tt has alws ays given an argu- 
ment and signed under protest ‘but Isbrandtsen itself has had to 
sign up. 

‘Isbrandtsen was a considerable importer of rubber, from Malaya 
rincipally. There is a big concern, Waterhouse, I think, there, an 
inglish concern that controls the situation. Isbrandtsen, ‘of course, 

recularly had its own ships going in there and bought rubber and 
W: ‘aterhouse said, “You have ‘got to send that rubber on conference 
ships.” 

“It is my own rubber. I am buying it. I am going to sell it. My 
ship is out in the harbor,” said Isbrandtsen. 

“No; you have to send it on conference ships or we will not sell it 
to you.’ 

And they did not sell it. 

Isbrandtsen for years was a big dealer in sugar from the Philippines, 
and here we have that tremendous conference of 57 members of which 
only 9 are American, which I have always called the octopus. It has 
seven branches around the world and controls that situation out of 
the Philippines. Isbrandtsen could not continue to buy and ship 
sugar from the Philippines because the conferences had enacted a rule 
or regulation among themselves that none of their accounts could 
represent a nonconference line. Well, the Maritime Board said, “It 
does not look right to us.” In recent years they condemned that in a 
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Pacific coast conference. The Department of Justice, of course, said, 
“That cannot stand up for one minute. That is a restraint of trade.” 
But nothing was done about it and Isbrandtsen has been out of that 
trade. 

This shipping business is a tough business; it is not tiddlywinks. 
Just a few years ago, there was a hearing before the Senate commit- 
tee. We were stockpiling rubber in this country, among other strategic 
materials. A lot of it was being shipped out of the Philippines. 
Isbrandtsen wanted to participate in the trade. The stockpiling was 
done by our own Surplus Property Administration or whatever they 
called it. The conference lines would not go to Portland, Maine, where 
the Members of Congress from there wanted their storage facilities 
there used. 

The conference lines said, “We have a uniform rate along the whole 
Atlantic coast and do not charge different rates at different parts, at 
least in the North Atlantic, but we would have to get a higher rate to 
go to Portland, Maine.” 

Isbrandtsen said they would carry for the same rate to Portland, 
Maine, as it carried to New York. 

Isbrandtsen tried to get in that trade carrying this strategic rubber 
bought by the U.S. Government agency to Portland, Maine, and they 
were informed, I think by telegram which was put in evidence before 
the Senate committee, that if they got into that trade they would 
have to do what the conference lines did; they would have to give a 
kickback of 10 percent to the people in the Philippines who were 
responsible for shipping the rubber. 

Well, I am not trying to weave any halo around Isbrandtsen’s head, 
but I do not think anybody in the trades will ever say that they gave 
rebates or kickbacks. We give you documentation as to what the 
conferences have done in many of those instances as to rebates, kick- 
backs, and false rates by mislabeling. 

Let me point out rather an acute instance of the economic coercion. 
I have told you about conference witnesses from Japan testifying that 
they just could not pay the higher rate, there was not enough margin 
of profit, and conference witnesses, chairmen, so have testified “no” 
time and again, and when asked, “Do you take the value of the com- 
modity into effect in making rates?” They say so now, but they 
have changed their tune in recent months and especially since the 
Supreme Court opinion came down. 

In 1952, as Mr. Cocke boasts, the conferences—all five foreign con- 
trolled conferences which he represented recently in a hearing on for- 
warders—talked about putting the system on cotton. It was finally 
put on at $4a ton. There was a great resistance by even the biggest 
shippers like Anderson-Clayton, half owner of States Marine, by Mc- 
Fadden and by Kempner of Galveston, the third biggest shippers. 
They would not sign for some time. They finally were compelled to 
sign, making it a 100 percent control. Of course, where you get 100 
percent of the shippers signed up that proves the monopoly, the 
restraint on trade without more. Kempner balked later on and there 
is litigation going on now before the Board. The raise was put at $4 
aton. The contract rate is $40 a ton and the noncontract rate was $44 
a ton. This cotton group testified, many of them as did Kempner, 
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that if you had to pay this extra $4 a ton or $1 a bale you could not do 
business because there was not that margin of profit. 

Here is a bale of cotton, 500 pounds, at the current price of 34 cents 
a pound sells for $170 a bale in Japan. The margin of profit they 
testified is $2 a bale. That is on what a small margin of profit such 
shippers operate. 

They said, “If we had to take a dollar out of that $2 profit it would 
make the margin so smal] we could not do business.” 

Another fundamental thing to consider throughout these delibera- 
tions is that ratemaking is a science. I make no pretensions about 
my acquaintance with it except what I have picked up from the testi- 
mony of professors, economists, who teach it and write books about 
it, and these conferences in establishing any dual-rate system say, “No- 
body has anything to do with our level of rates. We will establish 
any level of rates we want. We establish a contract rate and then we 
put the noncontract rate so much higher.” They have never paid any 
attention not oniy to the value of the commodity but to the two funda- 
mental bases of any ratemaking. That is cost and value. What is the 
cost to the carrier to render the service and what. is the value to the 
shipper for carrying that service? He cannot pay $12 a ton to carry 
goods that sell for $10 a ton. “Value” is often described as “what the 
traffic will bear.” 

Now, any other factors, any other considerations are all included in 
those two basic factors. 

Now, no attention has been paid to them. As one economist pointed 
out: 

This is the darndest system of ratemaking I have ever heard of. It is a sort 
of Alice in Wonderland ratemaking. Sometimes the fellow that gets the 
best service, the contract signer, pays the lower rate and the fellow to whom no 
attention is paid, the fellow who would have to pay the noncontract pays a higher 
rate for less services rendered. 

They have never got down to a basis of cost tothem. There is a lot of 
hokum about— 


this shipping this is so distinctive from other forms of transportation. You have 
a unit, a ship. It is different from railroads. 

Well, the best opinion among economists or people who have to 
do with ratemaking before the Interstate Commerce Commission or 
otherwise is that there is no fundamental difference in ratemaking in 
this ocean transportation from any other form of transportation. You 
have these two basic factors, cost and value, and they cannot be avoided 
and, when you say two eaten must pay two different rates for 
services which cost identically the same and are of the same value to 
the two shippers in carrying of their goods, of course you violate some- 
thing that 1s so fundamental that it is really opening a Pandora’s box 
that you can get in so much difficulty. 

Something was said here about guaranteed rates that are now pend- 
ing. I do not believe they have any chance of adoption. They cer- 
tainly should not. I am sure the Maritime Board will oppose them. 
The railroads are trying up in the Northwest to tie up shippers to 
ship their ore down to Chicago and agree to ship not 100 percent as 
all these steamship conference contracts provide but to ship 85 percent 
and they will give them a reduced rate and guarantee it for a certain 
period. That is the nearest approach to anything that has ever been 
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suggested in this country as to two rates for identical services. It can- 
not ‘possibly be allowed. All domestic water and truck transportation 
oppose it. 

Let me give you the most horrible example of how this system works 
in my mind. The shipper signs up and he agrees to give his exclusive 
patronage to the conference lines of ever Vv thing he ships and, of course, 
all his subsidiaries, collateral connections, and so forth. He may ship 
40 commodities. Shippers ship many commodities. He agrees to ship 
everything and, of course, prices or rates are fixed. Rates are fixed 
on each commodity at that time or later. 

The conference has the right to increase rates 3 months or 6 months 
thereafter, on 3 or 6 months’ “notice. 

The conference comes along and says, “We have got to have an in- 
crease on our Christmas toys out of Japan. We have to go up $2 a ton 
on that beginning October 1.” The shipper says, “Well, I cannot. pay 
any increase of $2aton. T here is not enough profit in that commodity 
to warrant it. I just cannot afford to do it.’ 

They say, “Well, you better had. That is the price.” 

The fellow says, “Well, I just won’t pay the increase. I will ship 
those Christmas toys by Isbrandtsen or some other independent.” 

“If you do, you violate the contract and will be charged the higher 
contract rate on all the 40 contract items you ship and you will be 
charged the penalty if you use Isbrandtsen or any other independent,” 
so that the pressure results in this shipper having to surrender to any 
demand the conference makes of him as to this 1 item rather than 
jeopardize his 40 items. Those situations are not disputed. 

Mr. Garmatz. Mr. O’Connor, you have 10 more minutes. That will 
give you an hour and 40 minutes. 

Mr. O’Connor. That is taking away from me 15. I was stood up in 
the hall. 

Mr. Garmarz. I am sorry. We had a subcommittee here and that 
is 1 hour and 40 minutes that you will have to testify. There was no 
guarantee of what time you would have, if 1 remember correctly. 

Go ahead. 

Mr. O’Connor. Of course, that is not entirely consistent with what 
the chairman said as he vacated the room. 

Mr. Garmatz. What did he say ? 

Mr. O’Connor. I thought you were here. 

He said he was going to afford me all the time possible; all the time 
necessary. 

Mr. Garmatz We will give you until 5 minutes to 12. That will 
give you an hour and 40 minutes. 

Mr. O’Connor. That may »iot be enough. 

Mr. Garmatz. I am sorry. We have to quit at 12 o’clock. The 
House is in session. 

If the chairman wants to give you more time that will be up to him. 

Mr. O’Connor. Even the big shippers have difficulty complying 
with the requirements of these shipper contracts. Of course, they 
do restrict them but they do not worry so much. Anderson-Clay- 
ton, for instance, are half owners of States Marine. They are the 
biggest cotton shipper from the gulf and they now ship cotton from 
California which has become quite a cotton- producing place. They 
were signed up over a period of time with the Pacific Coast/ European 
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Conference. That conference runs from the Pacific coast to Europe 
and the Mediterranean and it has 24 members, only one of which is 
an American line. That line happens to be States Marine of which 
Anderson-Clayton, the biggest cotton shipper, owns a half interest. 
Anderson-Clayton decided that they had to ship some cotton to Europe 
and they used an independent German ship in violation of their 
exclusive patronage contract. They were told by the conference, 
“That will cost you a $145,000 fine.” I think they have a fine of 200 
percent of the freight. 

“You paid $72,950 and, because you shipped by nonconference, ante 
up with $145,000.” 

Of course, Anderson-Clayton is too big to have to submit to that, 
although the little shipper has to, and paid off some smaller amount 
as did the big Borax Co. which not sympathetic with the system at 
all, they were also fined and they settled at a lower amount. 

Here are these conferences which have agreements which say what 
the penalty shall be if any shipper violates the conference, and the 
Board has often said that you cannot discriminate among shippers, 
you cannot waive or reduce the penalty as to one and enforce it against 
others. They pay no attention to that. The big shipper does as he 
wants and, for your information, the second biggest cotton shipper, 
conference member, McFadden, has patronized Isbrandtsen, the inde- 
pendent. So the big fellow goes his merry way and the little fellow 
is hooked in. 

On this question of shippers being for or against the system, I think 
you would find, as the Alexander committee found and as the Royal 
Commission in England investigating the Shipping Rings, as they 
called it over there, found, that the shippers would not testify in fear 
of retaliation. 

I think you will find if you make the investigation wide enough 
that at least half of the shippers are really against this system and 
the fact that they are little shippers is all the more reason they should 
be heard. 

This country is not a country of big shots. It is not a country of 
majorities. The difference between our country and the rest of the 
world is that we set up a form of government to protect the minority. 
Even a minority of one is protected in this country. That is entirely 
different from any place around the world. 

You must remember that no government outside the United States 
regulates, controls, or has any say over these cartels. They are taken 
as natural. Anyone can go out and form a monopoly. They do not 
regulate them. They do not have to talk to their government about 
them. We have never permitted that in this country at all and it is 
the little shipper that deserves more protection than the big shipper, 
and he is afraid to come here and testify. We know. We contact them. 

Isbrandtsen tells me that last year when the hearings were going on 
about the moratorium 40 or 50 witnesses communicated with this com- 
mittee and as many more communicated with Senators and nothing 
has been heard about it. 

This year, to your investigator, Isbrandtsen tells me they gave him 
a list of 40 or 50 shippers who were against the system. 

You must remember that Isbrandtsen must have some support of 
shippers. He has a shipping list of 18,000 shippers who have patron- 
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ized him over the years. He would not be in business if some shippers 
did not agree with his position. 

But, as recognized everywhere in every publication, shippers, small 
shippers espec ‘ially, are afraid of retaliation. It isn’t the same with 
big shippers like the California Co., and CalPac, and big ones out 
there. They patronize us intercoastally and in some other respects 
Naturally they are big ones, and to big organizations like that, the 
cartel idea is naturally more acceptable, more in line with their big 
philosophy than it is to the little shipper. It is “company policy,” 
as Du Ronl testified. 

As to this American merchant marine, of course as I said, there were 
practically none in 1916. Between 1916 and 1928 when a sort of 
Subsidy Act was enacted there was practically no increase in the 
merchant marine. Surely, the conference system or the dual rate 
system which was not used during those years to any extent had 
nothing to do with promoting a merchant marine. 

Then you got up to 1936 when we passed this Subsidy Act. There 

yas no mention in the Subsidy Act of conferences or dual rates. 
Nobody had the slightest idea that conferences or dual rates had 
helped the American merchant marine at all. It had nothing to 
do with it and, as I say, it is questionable today whether you are going 
to have an American merchant marine. We are not a maritime 
country. Most of our people never saw an ocean, let alone an ocean 
ship. We experienced that when we were trying to build navies and 
it was only fellows on the Atlantic and Pacific coasts who were en- 
couraged to vote for large navies. Our young men are not willing to 
go to sea for long periods. 

I am taking time to present some of my basic philosophy on those 
things, whether it is ridiculous or not. Our commerce is gradually 
decreasing. We carry less of our own goods every year outbound and 
inbound. 

Enacting a dual-rate system is not going to help us. It is going 
to help the foreigners more. I could give you the figures here. Of 
course, most of our commerce is carried by nonliners, tramps. Seventy 
or eighty percent of it is carried by tramps. They can not even 
form a conference. They do not have the privileges granted to these 
few liners of ours. 

I have the figures in millions of tonnage, the percentages which 
have been carried in recent years. It does not amount to anything. 
You have got just a few hundred ships operating in the liner trade 
against the ‘thousands operated by foreign-flag ships. 

“They say, “Employment; look at all the people employed.” 

Somebody added up recently that this foreign shipping employed 
72,500 people in operation of the ships, longshoremen, shoreside clerks, 
and so forth. I figure 38 percent of that only can be attributed to 
this liner operation ‘which the dual-rate system favors. 

If you go ahead and formally legalize dual rates you are protecting 
the smallest group that has ever been protected in the United States. 

Now, as to the economy of the country, of our $300 billion in econ- 
omy, production in this country, our foreign ocean trade is only a 
drop in the bucket. Isbrandtsen or other people would not like to 
hear me say this, but it does not contribute over $5 billion to it. We 
do not produce diamonds in this country, and we have just as much 
difficulty in producing an American merchant marine. 
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Before World War II, the Japanese drove us out of the Pacific and 
they are right in that process today. In just about 2 years they in- 
creased the percentage of carrying homebound from the Orient from 
about 13 percent to some 70 percent. That is the trouble in the Pacific, 
not anything Isbrandtsen did, and I am going to give you a memoran- 
dum about that rate war in the Pacific that you hear so much about 
documented by the Maritime Commission reports and the testimony 
of the witnesses, and you will find out that the conference started it, 
not Isbrandtsen. The conference lines were rebating and kicking back 
among themselves so much that they complained to the Japanese 
authorities and the Japanese authorities wrote them and told them to 
stop it. That is how the rate war started. 

here are a couple of old bromides that have been reiterated 
throughout the years that “any carrier can join the conference” and 
“any shipper can sign a shipping contract.” Well, of course, in these 
good old United States, of which we are a part, nobody is compelled 
to join anything, as far as I know. I could have joined the Ku Klux 
Klan back in the twenties when they were on my neck, around here 
and have saved myself a lot of burden and abuse. I did not, and no- 
body could force me to join the Republican Party, with due respect to 
you distinguished Republicans. 

“But he can join.” (The dual rates keep saying.) The courts have 
laughed at that. “The shipper can sign up. He can sign up, can’t 
he, if he wants? So why doesn’t he sign up? He has the privilege 
of signing up.” Clamor the dual rate devotees. 

Sure, sure, he “can” (has the physical ability) and relinquish his 
American fundamental right of choosing to do business with any- 
body he wants to and to patronize an independent if he wants to. 

He is coerced to surrender his freedom. That pressure is common in 
the Old World but it certainly is not in accord with any of the tradi- 
tions of this country, so those two old slogans, which some of the 
fellows around here in back of me still repeat, have died of double 
pneumonia. They are now moth eaten. 

Mr. Garmatz. Mr. O’Connor, you said you had some memoran- 
dums and some figures you wanted to present to the committee. Do 
you have them here now? 

Mr. O’Connor. Yes. 

Mr. Garmatz. Will you turn them over to the reporter ? 

Mr. O’Connor. I would like to mention in the record briefly what 
they are. 

One is a pamphlet from the Maritime Commission in reference to the 
granting of operational subsidy by any foreign country. 

(The ae referred to follows:) 





SUBSIDIES 


A SUMMARY OF THE PRINCIPAL SUBSIDIES AND AIDS GRANTED BY FOREIGN COUNTRIES 
TO THEIR SHIPPING AND SHIPBUILDING INDUSTRIES 


The following chart, compiled from the latest available information, presents a 
condensed summary of the principal direct and indirect aids granted by the 
governments of the 10 major foreign maritime nations (based on gross tonnage, 
excluding Panama and Liberia), to their shipbuilding and shipping inudstries. 
Aids granted by the U.S. Government may be found in “Maritime Subsidy Policy” 
published by the Department of Commerce. Two countries, France and Italy, 
stand out with regard to the amount of direct operating and construction aid 
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which each grants to its maritime industry. In addition they, as well as other 
countries, grant other financial aids which may include such items as tax relief, 
accelerated depreciation, loans, etc. In many cases such assistance may be 
indirect, such as the reservation of a country’s coastal trade (cabotage) to its 
own flag ships. Subsidies for carrying mail and for services in essential areas 
which would not ordinarily be operated on a commercial basis, as well as certain 
depreciation allowances which are also applicable to other industries, have not 
been included in this study. It is apparent that most of the major shipping 
nations have had to grant some form of assistance, financial or otherwise, to 
maintain their fleets and to compete as effectively as possible in a field as highly 
competitive as international shipping. According to data compiled by the Mari- 
time Administration, a greater percentage of foreign trade of each of the 10 
countries is carried in their own flag vessels (as high as 50 percent of total 
inbound and outbound trade) than the 18.8 percent carried by U.S.-flag ships in 
the foreign trade of this country in 1957. 
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Mr. O’Connor. One pertains to what was considered by the Alex- 
ander committee, and that is similar to what was laid before the 
Supreme Court. 

One pertains to the voting requirements on rate matters. 

Mr. Garmatz. Are they individual statements or just one state- 
ment ? 

Mr. O’Connor. These are separate individual statements. 

Mr. Garmatz. All right. 

Mr. O’Connor. I am trying to specify them. 

One is a list of nonconference lines in the various trades, dual 
rates or not. 

One pertains to that mysterious unreported case before the Mari- 
time Board, Fa Parte 5, on dual rates. 

I have already sent out to the members of this committee the 
memorandum on the different spreads or differentials used by the 
conferences and file one of them. 

Another is labeled rate wars. I have been working on the compila- 
tion of these and others. Justice could get the Regulation Office to 
work up these figures for them on request, I am quite sure. I have had 
to do most of it myself. I am not complaining. For anything they 
did I would have to pay them, and that is all right. They are under- 
staffed. I appreciate it. It takes more time when you have to do it 
yourself, 

(The documents referred to follow:) 


THE DISTORTION OF DUAL-RATE PROPONENTS OF THE PROCEEDINGS 
OF THD “ALEXANDER COMMITTEE” 


(Presented by John J. O’Connor to the Special Subcommittee on Steamship 
Conferences of the House Committee on Merchant Marine and Fisheries) 


Throughout the long history of litigation involving the present dual-rate 
system, the most distorted document has been the so-called “Alexander Com- 
mittee Report” of 1914, which upon examination turns out to be not a “legis- 
lative report” at all, in the usual sense. No proposed legislation accompanied 
it. The committee neither considered the present exclusive-patronage con- 
tract/noncontract dual-rate system, nor did it give “implied approval’ to such 
system “by failure to condemn” it as the dual-rate supporters have contended. 
The only specific “recommendations” of the Alexander committee constitute 
a complete condemnation of any exclusive-patronage system, or any “rebate,” 
whether the rebate involved be deferred or preferred, as is the case of the 
present “substitute” for the deferred-rebate system. In fact, it was the precise 
recommendation of the committee that all “‘rebating of freight rates to shippers 
be made illegal,” and the Shipping Act of 1916 was passed to achieve this very 
result. The only dual-rate system before the committee was the deferred-rebate 
dual-rate system, and the only other practice of this type appearing was a 
precise contract of carriage arrangement, and nothing more. See the analysis 
by Judge Washington of the Jsbrandtsen case in the Court of Appeals for the 
District of Columbia Circuit, cited and quoted hereinafter. 

Despite the condemnation of the statute and the precise committee recom- 
mendations against rebates of any kind, the conferences and the Federal Mari- 
time Board have found solace in perverting a “summary of the evidence” made 
by a hired employee of the committee, and in considering selected remarks from 
this “summary of the evidence,” taken out of context, as the express utterances 
of the Alexander committee. No court has ever sustained such misconceived 
contentions of the dual-rate supporters, as to what was before the Alexander 
committee, and when the issue of legality of the dual-rate system was squarely 
presented to the courts, the system was held illegal (/sbrandtsen Company, Inc. 
v. United States, 239 F. 2d 933 (1956) ; Federal Maritime Board v. Isbrandtsen 
Company, Inc., 356 U.S. 481 (1958)). Throughout this litigation, Isbrandtsen 
has been joined in its contention that the dual-rate system was illegal by the 











604 STEAMSHIP CONFERENCE STUDY 


Departments of Justice and Agriculture, as well as by the Department of Com- 
merce in one proceeding. 

Notwithstanding the now accepted conclusion that the Alexander committee, 
as well as the Shipping Act of 1916, had condemned any exclusive-patronage 
tying arrangement by common carrier conference lines with shippers, ir- 
respective of whether the rebate involved the preferred or deferred, there 
have been repeated and desperate attempts, by conference adherents, to raise 
again the hoary misconception of what the Alexander committee really reported, 
or considered. 

In the testimony of Mr. Alex C. Cocke of Lykes Bros. Steamship Co., Inc., 
before the committee, on May 24, 1959, Mr. .Cocke, himself not a lawyer, was 
made the spokesman for the following incongruity: “that in enacting that 
statute [the Shipping Act of 1916] Congress meant to permit conferences to 
enter into exclusive-patronage contracts with shippers.” 

Mr: Cocke was also furnished with the following fantasy, which he repeated 
to the committee: 

“Until the recent Supreme Court decision, most authorities believed that it 
was the deferred rebate system and fighting ships which the Alexander com- 
mittee condemned and which the resulting 1916 legislation outlawed.” 

Just who these “authorities” are, neither Mr. Cocke, nor his ghostwriter, has 
undertaken to say. Certainly no court was among them, nor was the former 
General Counsel of the Maritime Commission, whom Mr. Cocke’s company em- 
ployed in 1947 to say in most definite and violent terms that the dual-rate sys- 
tem was an “illegal conspiracy.” Nor, for years did any responsible conference 
lawyer advise his clients that the system was indisputedly legal. 

Congressman Tollefson in a statement mude at the committee hearings on 
March 25, 1959, stated that the issue now before this committee is whether 
Congress intended in 1916 to authorize the presently proposed dual-rate system, 
and. if they did, whether this Congress should clarify that intent. 

Certainly, if this is the proper scope of the committee’s inquiry, there can be 
no doubt about the answer. The facts are clear that the present dual-rate 
system was never before the Alexander committee, that it was not used in 
American commerce until about 1922 (6 years after the Shipping Act was 
passed), and that Congress intended to outlaw “all rebating of freight rates to 
shippers,” as was specifically stated. No one, after a thorough study of the 
Alexander committee proceedings, could possibly conclude that either that com- 
mittee or Congress ever intended to permit the dual-rate preferred-rebate sys- 
tem, now proposed by the conferences, which in all essential respects is identical! 
to the dual-rate preferred-rebate system which was specifically condemned. 
The Supreme Court in Swayne & Hoyt v. United States (300 U.S. 297, 306, 307 
(1937) ) called this new exclusive-patronage preferred-rebate system merely a 
substitute for the specifically outlawed exclusive-patronage deferred-rebate 
system. 

ALEXANDER COMMITTEE PROCEEDINGS 


The legislative proceedings preceding the enactment of the Shipping Act are 
divided into two phases: 

First, the U.S. House of Representatives, on February 24, 1912, and June 18, 
1912, adopted resolutions directing the Committee on Merchant Marine and 
Fisheries to conduct an investigation of steamship conferences. That committee, 
under the chairmanship of Hon. Joshua W. Alexander of Missouri, gathered 
data and heard testimony over a period of 2 years. The records. of the pro- 
ceedings were prepared by a special staff assistant, Professor Huebner of the 
University of Pennsylvania, and were published, as will be explained below, by a 
special resolution of Congress in four volumes. They constitute merely the 
preliminary report of the committee’s proceedings, not the “Alexander Committee 
Report,”” as they have been improperly labeled by conference proponents. 

Secondly, after the printing of the initial report of the committee’s proceed- 
ings, several bills were introduced and extensive hearings were held in both 
the House and the Senate. 

The portions of the report of the committee’s proceedings that have tradi- 
tionally been relied upon by the Federal Maritime Board as authorizing the 
dual-rate system are nothing more than a summary of arguments, which had 
been made to the committee at the hearings. It is virtually incredible that this 
distortion of the committee’s language could have been continued over so many 
years. Most of the arguments, of course, were made by the conferences them- 
selves and their member lines, as such arguments have been made and will be 
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made by the conferences to this committee. Such self-serving arguments by the 
private proponents of legislation do not evidence the intent of the committee 
hearing them, much less the intent of Congress. As the committee found, ship- 
pers, generally, were reluctant to testify for fear of retaliation by the con- 
ferences. 


WHAT THE S0-CALLED ALEXANDER COMMITTEE REPORT REALLY Is 


In an effort to avoid the clear words of the statute, and the unqualified recom- 
mendations in the only official congressional committee reports, the adherents of 
the exclusive-patronage contract/noncontract dual-rate system, including the 
Federal Maritime Board, have long indulged in the subterfuge of placing all 
emphasis upon the printed proceedings conducted by the House Committee on 
Merchant Marine and Fisheries in 1912 and 1913. The account of these pro- 
ceedings was published in four volumes prepared by Prof. S. S. Huebner, the 
expert consultant to the committee. The first three volumes constitute a sum- 
mary of the evidence and testimony presented to the committee, and the fourth 
volume prepared by Professor Huebner is a final summary of the data obtained. 
This compilation of data acompanied no draft of legislation, and only at the very 
end of volume IV did the committee—or probably more exactly Chairman Alex- 
ander—submit 10 pages of “recommendation” for legislation. No other parts 
of the four volumes were endorsed by the House committee, or even any member 
thereof, because these volumes constituted merely a summary of the evidence 
prepared by the committee’s hired assistant, Professor Huebner. 

There were only two congressional committee reports accompanying the final 
shipping bill, H.R. 15455, 64th Congress, 1st session, which bill became the 
Shipping Act of 1916. Neither the House report (H. Rept. No. 659, 64th Cong., 1st 
sess., May 9, 1916) nor the Senate report (S. Rept. 689, 64th Cong., 1st sess., July 
19, 1916) contains any discussion whatsoever of any exclusive-patronage system 
employed by steamship conferences, other than the exclusive-patronage deferred- 
rebate system which was outlawed by the bill and the act. Both of these 
reports are rather short, and each report contains the following sweeping 
condemnation of any exclusive-patronage rebating practice or the employment 
of preferential rates : 

“That rebating of freight rates to shippers be made illegal, and that, with due 
regard to the proper loading of the vessel and the tonnage available, discrimina- 
tion between shippers or ports in the matter of rates and space accommodations 
be prohibited. In this connection, it is the belief of the committee that water 
earriers should be required to charge equal rates to all shippers irrespective 
of the volume of freight offered for shipment.” 

It is extraordinary that over the years the supporters of the exclusive- 
patronage system have erroneously referred to the entire assemblage of data 
presented to the House committee during the 62d Congress, in 1912 and 1913, 
which was merely a summary of proceedings prepared by a committee staff 
member, as the so-called “Alexander Committee Report,” ignoring in the process 
the only two actual committee reports that were printed and which accom- 
panied legislation. 

The actual status of this so-called, but misnamed, Alexander Committee Re- 
port completely refutes the attempts by the conferences to elevate it to the 
positions of the extreme authority, supreme even to the very words of the 
Shipping Act itself. These four volumes, consisting merely of an account of the 
House committee investigation, under the chairmanship of Joshua W. Alexander 
of Missouri, in the 62d Congress, were called, “Proceedings of Committee on 
Merchant Marine and Fisheries in Investigation of Shipping Combinations under 
House Resolution 587 (62d Cong.).’”” See U.S. Catalogue of Public Documents of 
63d Congress, volume 12, page 1782. On February 17, 1914, Representative Barn- 
hart offered several resolutions to have certain documents printed (51 Congres- 
sional Record 3551). Among these resolutions were (1) 16,000 copies of ‘““Hygiene 
of the Painter’s Trade”; (2) 55,000 copies of “Rules of Procedure in Probate 
Matters, Adopted by the County Judges of the Five Civilized Tribes Portion of 
Oklahoma”; (3) 9,200 copies of an account of hearings on woman suffrage; and 
(4) 4,540 copies of volume 4 of the Alexander committee proceedings. 

Specifically, the resolution offered by Mr. Barnhart was as follows (51 Con- 
gressional Record 3551, Feb. 17, 1914) : 

“Mr. BARNHART. Mr. Speaker, I offer the following privileged resolution, 
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“The Clerk read as follows: 
“ ‘House Resolution 402 (H. Rept. 217) 


“ ‘Resolved, That the Committee on the Merchant Marine and Fisheries be, 
and is hereby, authorized to have printed 4,540 copies of volume 4 of the Proceed- 
ings of the Committee on the Merchant Marine and Fisheries in the investigation 
of shipping combinations, under House Resolution 587 of the Sixty-second Con- 
gress, second session. 

“ ‘With the following committee amendment : 

“‘In line 3, strike the words “four thousand and five” (sic) and insert the 
words “twenty-nine”’.’” 

it should be noted that Representative Barnhart did not refer to volume IV 

of the committee “proceedings,” which was ordered printed, as a report of the 
committee. If it had been a report of the committee, it would have been printed 
in the normal course under the House rules without any special resolution. There- 
after, volume IV of the proceedings was given a House document number, and 
the title page of this volume was entitled “Report,” with the special notation, 
however, that it had been prepared by Prof. S. 8S. Huebner. The U.S. Catalogue 
of Public Documents of the 63d Congress (at p. 1782), after listing the ‘“Proceed- 
ings of the Committee on Merchant Marine and Fisheries, etc.” has the following 
listing : 
““* * * Same, with title, ‘Report of Committee on Merchant Marine and Fish- 
eries on Steamship Agreements and Affiliations in American Foreign and 
Domestic Trade,’ under House Resolution 587 (62d Cong.), prepared by S. S. 
Huebner, including recommedations of committee; 1914, xv plus 459 pages, 
5 plates (H. Doc. 805, 63d Cong. 2d sess.). In Volume 154; 6751.” 

Although volume IV of the House committee proceedings was referred to as 
a “Report,” it is clear that it was not a report of a congressional committee 
in the ordinary legislative sense. For example, House Report No. 659, 64th 
Congress, Ist session (the only real Alexander committee report) starts out 
in the ordinary way of congressional committee reports, viz: 


“Mr. Alexander, from the Committee on the Merchant Marine and Fisheries, 
submitted the following: 


“REPORT 
“(To accompany H.R. 15455)” 


House Document 805, 63d Congress, 2d session (vol. IV of the committee 
proceedings), does not start out in this way, and of course it accompanied no 
legislation. This document does not state that it was submitted by Mr. Alex- 
ander and the committee, or by either, although at the end of the document, 
J. W. Alexander, chairman, did sign only the committee “recommendations” 
as “Respectfully submitted.” 

Volume IV of the committee proceedings, which alone is reprinted as House 
Document 805, 63d Congress, 2d session, starts out with a prefatory note, 
signed only by “S. S. Huebner.” This prefatory note begins as follows: 

“The following report on ‘Steamship Agreements and Affiliations in the 
Foreign and Domestic Trade” represents a summary of the data gathered by 
the Committee on the Merchant Marine and Fisheries in its investigation of 
steamship combinations under House Resolutions 425, introduced by Mr. Rufus 
Hardy of Texas, on February 24, 1912, and 587, introduced by Mr. J. W. Alex- 
ander of Missouri, chairman, on June 18, 1912.” 

The prefatory note then goes on to explain the method of procedure of the 
investigation and the sources of the data obtained. 

In this prefatory note, at page 5 of House Document 805, the following 
statement is made by Professor Huebner: 

“At the conclusion of the hearings, and in view of the contentions of the 
conference line representatives and the reluctance of shippers to express their 
complaints openly for fear of retaliation, the committee decided, under promise 
of confidential treatment, to ascertain approximately the extent to which lead- 
ing shippers endorsed the views of the conference line representatives,” 

Professor Huebner goes on to explain that the committee sent out a circular 
letter to 2,000 shinpers and received 300 replies. which replies were sum- 


marized and classified “in volume 2 (pp. 1397-1408) of the committee’s pro- 
ceedings.” 
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At the end of the prefatory note (p. 7 of H. Doc. 805), there is a brief section 
entitled ‘‘Plan and Purpose of the Report,” which states in part as follows: 

“The following pages represent the bringing together, in the form of a classi- 
fied summary, of all the essential facts obtained from all sources just enumerated. 
In view, however, of the constant changes occurring in the relations between 
at least some of the hundreds of steamship lines involved in the investigation, 
it should be noted that this report present the facts as they existed at the close 
of the hearings. and the receipt by the committee of the answers to the schedules 
of inquiries addressed to the steamship lines, the railroads, and our diplomatic 
and consular representatives.” 

In view of these remarks, therefore, and from a study of the so-called report 
itself, it is clear that this document is merely intended to be a “summary of all 
the essential facts obtained” by the committee, which summary was prepared by 
a committee staff member, Professor Huebner. Nowhere in the summary of the 
evidence, of course, is there contained any recommendation of the committee, 
and, furthermore, there is no indication that the summary was endorsed by any 
committee member. Such a summary of facts before a congressional commit- 
tee could hardly constitute valid legislative history. 

House Document 805 contains 424 pages, not including the index. The sum- 
mary of the evidence prepared by Professor Huebner covers 412 pages. The 
recommendations of the committee, separated from Professor Huebner’s summary 
by a blank page, begin on page 415 and cover only 10 pages. These recommenda- 
tions are the only part of this entire document containing any notation that they 
are submitted by the committee or any member thereof. As contrasted with 
the first part of the document, containing Professor Huebner’s summary of the 
evidence, the committee’s recommendations are separated and start out with the 
following prefatory remark, after referring to the authorizing resolution : 

“In compliance with the directions of the resolution relating to legislation, 
the committee submits the following recommendations :” 

It is true that the recommendations of the committee do refer to Professor 
Huebner’s summary of the evidence as a “report,” but it is also clear that the 
word was not used to mean a “legislative report.” References to Professor 
Huebner’s report are merely made in the nature of references to a record before 
the committee. The committee, in referring to Professor Huebner’s report, did 
not make any reference to “the foregoing committee report,” or to the “accom- 
panying report of your committee,” the usual references employed when a com- 
mittee is referring to its own report, but on the contrary, all of the references 
are given in the following form: “* * * see pages — to — of the foregoing 
report.” 

It is not surprising that the committee did not specifically endorse Professor 
Huebner’s summary of the evidence, as contained in his report, because the hear- 
ings were conducted by the Committee on the Merchant Marine and Fisheries 
of the 62d Congress, as explained on the inside of the title page of House Docu- 
ment 805, but volume IV of the Committee Proceedings (H. Doc. 805) was 
prepared and printed in the 2d session of the 63d Congress. Of the original 
19 members of the committee, when the hearings were held and the evidence 
was compiled, only Chairman Alexander and 5 other Congressmen were hold- 
overs on the 21-man committee during the 63d Congress. Fifteen of the twenty- 
one members of the House committee in the 68d Congress, therefore, had not been 
members of that committee when the hearings were conducted upon which 
Professor Huebner prepared his “summary” of the evidence. At the time that 
the House report on the final shipping bill was presented (H. Rept. No. 659, 
64th Cong., Ist sess., accompanying H.R. 15455, May 9, 1916), therehad been 
a further attrition of original committee membership. In other words, from 
the time of the hearings by the House committee, during the 62d Congress, 
until the passage of H.R. 15455, during the 64th Congress, there had been almost 
a complete turnover in committee membership. 

It is fantastic, under these circumstances, that the conferences should con- 
tinuously persist in the delusion that the “summary” of evidence, prepared 
by Professor Huebner, and contained in the committee proceedings held during 
the 62d Congress, constitutes the “Alexander Committee Report.” Much of the 
evidence, so summarized by Professor Huebner, as Professor Huebner himself 
admitted, constituted merely the self-serving statements of the conferences’ own 
witnesses. There was great difficulty in obtaining shipper testimony, because 
of the shippers’ “fear of retaliation.” 
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In passing, we may note that this committee may encounter difficulty in ob- 
taining public shipper testimony for the same reasons as did the Alexander 
committee. Certainly, it would be helpful to adopt a procedure, as adopted by 
the Alexander committee, of giving the complaints of particular shippers “con- 
fidential treatment,” insofar as the disclosure of shippers’ names is concerned. 
In the same respect, however, the substance of these complaints should be 
disclosed by the committee. 

Admittedly some of the “summary” of evidence in volume IV of the Alexan- 
der committee proceedings may have been considered in drafting the final legis- 
lation. Certainly, however, the committee’s original “recommendations” of 10 
pages, submitted by the committee at the end of volume IV (H. Doc. 805), were 
the most important part of the volume, and these recommendations were re 
printed in both the House and Senate reports accompanying the final shipping 
bill. But it is precisely these specific “recommendations” of the committee that 
have been overlooked by the Federal Maritime Board and the conferences, with 
all emphasis being placed rather on Professor Huebner’s “summary” of evidence. 

Other hearings were held on the shipping bills, after the original House com- 
mittee proceedings. The original shipping bill, H.R. 17328, was not introduced 
until January 29, 1915, approximately a year after the original committee pro- 
eeedings were prepared, and hearings were held from February 10 to March 9, 
1915 (53 Congressional Record 8074). Additional hearings were held between 
April 13 and 22, 1915. Various other shipping bills were subsequently intro- 
duced and considered: H.R. 18518, 63d Congress; H.R. 3728, 68d Congress; H.R. 
450, 64th Congress; H.R. 10500, 64th Congress; H.R. 14337, 64th Congress ; H.R. 
15455, 64th Congress (the final shipping bill) ; and H.R. 15565, 64th Congress. 
Hearings on H.R. 14837, entitled “Regulatory Features of Shipping Bill,’ were 
held before the House committee between April 13 to 22, 1916, at which hear- 
ings Prof. Emory R. Johnson, one of the drafters of the bill, testified. 

When the final shipping bill was debated on the floor of the Senate, Senator 
Cummins expressed great concern that ordinary rebates “just as obnoxious to 
common sense and good reason” as deferred rebates might be permitted. Sen- 
ator Fletcher explained that such a result would not occur and quoted the re- 
marks of Professor Johnson before the House committee in his testimony on 
H.R. 14837 on April 13, 1914 (53 Congressional Record 12449). 

There is no support anywhere in this entire legislative history for the dis- 
credited position of the Board and conferences. The only flimsy basis for their 
arguments is manufactured from a perversion of language appearing in the 
“summary” of evidence, prepared by Professor Huebner. All subsequent evi- 
dence collected by the committee that drafted the bill, the actual committee 
recommendations, and the only real congressional committee reports, have been 
ignored. The Board and the conferences have attempted to lend legitimacy to 
their arguments by referring to the entire four volumes of the original House 
committee proceedings, containing a “summary” of evidence prepared by Pro- 
fessor Huebner, as the ‘Alexander Committee Report,’ and have even er- 
roneously referred to this entire four-volume assemblage as “House Document 
805,” even though only volume IV was so printed. 

There is no question that the Members of the Congress, as well as the mem- 
bers of the House committee, considered Professor Huebner’s four-volume report 
as merely a “summary” of evidence, as Professor Huebner himself characterized 
it. In a hearing on the regulatory features of shipping bill (H.R. 148337) held 
before the Alexander committee on April 22, 1916, Representative Rufus Hardy 
of Texas, a former judge and the then ranking majority member of the com- 
mittee, referred to the now so-called “Alexander Committee Report” as “the 
evidence that was taken before this committee consisting of four volumes” (»n. 174 
of hearings on H.R. 14337, 64th Cong., Ist sess. ) 

In summary, therefore, no part of the four volumes of House committee pro- 
ceedings, erroneously called by the Board and the conferences, the ‘Alexander 
Committee Report,” is, in any sense, a legislative report, and while the last 10 
pages of volume IV, the “recommendations,” could be considered as the utterances 
or suggestions of the committee, or perhaps of its chairman, the balance of the 
four volumes is not in any way entitled to be characterized as reliable or valid 
“legislative history” or to be called to the attention of any court or any legislative 
committee as such. 
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CONGRESS Dip Not Give “IMPLIED APPROVAL” TO ANY EXCLUSIVE-PATRONAGE 
DUAL-RATE SYSTEM 


There could be no question, as the courts have now found, that Congress, in 
enacting the Shipping Act intended to preserve independent competition and to 
prevent discriminations by conference lines against shippers. Congress clearly 
prohibited the exclusive-patronage system, which has the primary purpose of 
eliminating and suppressing independent competition, as Chairman Morse of tbe 
Federal Maritime Board and others have frankly admitted. In this respect, Con- 
gress specifically prohibited all such exclusive-patronage tying arrangements or 
unfair monopolistic practices then in use by conferences—and the only reason 
that the present type of exclusive-patronage system was not specifically con- 
demned by name, in the act, was that it was not then in use. But even if the 
system had been in use, the conferences would have nothing to rely upon. The 
present exclusive-patronage preferred-rebate system is similar in all essential 
respects to the specifically outlawed exclusive-patronage deferred-rebate system, 
which was then in use, as the Supreme Court has found on two separate occa- 
sions (Federal Maritime Board v. Isbrandtsen Company, Inc., supra; Swayne 
& Hoyt v. United States, 300 U.S. 297, 306, 307 (1937) ). 

The prepared testimony of Mr. Cocke before this committee refers to certain 
“joint contracts made by the conference as a whole,” which are referred to in 
the summary of evidence before the Alexander committee. Not one word of 
approbation is contained in any specific recommendation of the committee for 
even these contracts, but they were not, in any event, exclusive-patronage con- 
tracts of the type it is now requested that this committee approve. 

Shortly before the Alexander committee’s investigation, the conferences had 
become concerned over the illegality of the deferred-rebate system, and such 
rebates were abandoned in some trades, especially in the export trades of the 
United States (p. 288). Apparently, as the deferred-rebate system was aban- 
doned, the system was replaced by simple contracts of carriage, specimens of 
which are contained in volume 1 of the committee’s report (pp. 97, 248, 249, 251, 
258). These contracts were not at all like the deferred-rebate system, or its 
modern counterpart, the preferred-rebate system. The limited contracts of car- 
riage before the Alexander committee were fully described in the opinion of 
Judge Washington of the court of appeals, in Isbrandtsen Company v. United 
States, supra, as folows: 

“The 1913 contracts were bona fide requirements contracts. The sellers (car- 
riers) undertook a firm obligation to provide space; both parties undertook 
firm obligations as to the price. And since the price was fixed for the term of 
the contract (usually 6 months), the price figure in the contract represented a 
hedge on the part of both parties against fluctuations in rates. In the contracts 
in suit the carriers’ commitments as to space is almost illusory, being a commit- 
ment to carry ‘so far as regular services are available. The price aspect of 
the contract is in terms subject to increases, Thus, the two principal considera- 
tions normally given to a buyer (the shipper) under a requirements contract— 
guarantee of supply and guarantee of no rate increase—are lacking. In their 
stead are two essentially penal provisions—the higher rate and the liquidated 
damage clause—both imposed to coerce shippers to refrain from using noncon- 
ference carriers. These differences are dispositive of the Board’s principal 
argument. Implied congressional approval of a bona fide requirements contract 
is no basis for exempting the contracts in this case from the plain meaning of 
‘discriminating or unfair methods.’ They must therefore be condemned.” 

Similarly, the Supreme Court also commented upon the contracts before the 
Alexander committee as follows: 

“These contracts were very similar to ordinary requirements contracts. They 
obligated all members of the conference to furnish steamers at regular intervals 
and at rates effective for a reasonably long period, sometimes a year. The 
Shipper was thus assured of the stability of service and rates which were of 
paramount importance to him. Moreover, a breach of the contract subjected 
the shipper to ordinary damages.” 

Until relatively recently, it had generally been recognized that the dual-rate 
system was not employed in American commerce until several years after the 
passage of the 1916 act. A memorandum before the Board, dated June 16, 
1926, in a proceeding known as Er parte 5, Contract Rate Investigation (sub- 
sequently dismissed on March 3, 1927, and strangely not reported), states pre- 
cisely that the exclusive-patronage-contract system was first used, in 1922, in 
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the North Atlantic United Kingdom Conference trade, in connection only with 
the carriage of automobile tires. The author of this memorandum was the 
Chief of the Board’s Bureau of Regulation and it is in the “official records” of 
the Board. 

If it were true that the exclusive-patronage preferred-rebate system, as well 
as the deferred-rebate system, were in existence in 1914, during the investigation 
and hearings of the Alexander committee, it is certainly very strange that 
there was a long hiatus after the passage of the act, in 1916, before the system 
was put into effect by conferences serving the United States and subject to 
section 15 of the Shipping Act. 

According to the records of the Board, furnished by the 63 conferences pres- 
ently employing the exclusive-patronage preferred-rebate system, the first use of 
it was begun in 1923 by the North Atlantic United Kingdom Conference (now 
¥.M.B. Agreement No. 7100) and it was applied only to one item, viz, “auto- 
mobile tires.”’ This information supplied by that conference conforms roughly 
to the facts found by the staff of the Shipping Board, in 1926, in Ea parte 5, 
Contract Rate Investigation, supra. 

Also according to these records of the Board, furnished in 1953, by the con- 
ferences using the system, only eight other conferences initiated the system, 
in the 1920’s, viz, two in 1924, two in 1925, three in 1927, and one in 1929. 

In the 1930's 34 conferences started to use the system, and the balance initiated 
it thereafter, 11 as late as 1946 and 1948. Two of the conferences so reporting 
did not indicate when they first employed the system. 

When the system was first concocted, some 6 or 7 years after the passage 
of the Shipping Act, it was generally applied only to a limited number of com- 
modities, often only one, as in the case of the North Atlantic United Kingdom 
Conference. In the case of the Japan-Atlantic and Gulf Freight Conference, 
which case went to the Supreme Court, its predecessor conference first used the 
system starting on December 31, 1928, when it was applied to only three com- 
modities, viz, “canned crabs, lily bulbs, and tea.” The conferences have come 
a long way since these modest beginnings and would now assert the complete 
monopolistic power to apply the predatory system to “all shipments.” 


SUBSEQUENT LEGISLATIVE HISTORY AFTER THE INITIAL REPORT OF THE ALEXANDER 
SOMMITTEE MAKES Ir CLEAR THAT ANY EXCLUSIVE-PATRONAGE SYSTEM Is 
ILLEGAL 


After the printing of the initial “Alexander Committee Report” in 1914, 
Congress was not inactive with respect to shipping legislation. H.R. 17328 (the 
original shipping bill) was introduced on January 29, 1915, and hearings were 
held from February 10 to March 9, 1915 (53 Congressional Record 8074). Addi- 
tional hearings were held between April 13 and 22, 1915. Various other ship- 
ping bills were introduced and considered: H.R. 18518, 68d Congress; H.R. 
3728, 63d Congress; H.R. 450, 64th Congress; H.R. 10500, 64th Congress; H.R. 
14337, 64th Congress; H.R. 15455, 64th Congress; H.R. 15565, 64th Congress. 

Hearings were also held on H.R. 14337 before the House committee between 
April 13 and 22, 1916. H.R. 15455 was the bill that eventually passed, and it 
was extensively debated in the House and in the Senate, where it was substan- 
tially amended. In this entire legislative history of the actual drafting of the 
act there is not one single mention of any exclusive-patronage-contract system 
other than the deferred-rebate system. 

Representative Saunders, of Virginia, in explaining, on the floor of the House, 
the regulatory proscriptions of what is now section 14 of the act, had no diffi- 
culty in expressing its clear meaning, which would condemn the present system 
(53 Congressional Record 8105) : 

“What is the rest of that section? Not only are deferred rebates eliminated, 
not only are ‘fighting ships’ prohibited, but a carrier is forbidden to retaliate 
against any shipper who refuses to use that particular line in the shipment of 
his freight. Do you think that a carrier ought to be allowed to put a black mark 
against you, or retaliate against you, when you make your choice of another 
line, or ship to carry your freight?” 

As previously pointed out, Senator Cummins, on the floor of the Senate, 
expressed great concern that ordinary rebates “just as obnoxious to common- 
sense and good reason” as deferred rebates might be permitted (53 Congressional 
Record 12449). Senator Fletcher explained in reply that such a result would 
not occur and quoted the remarks of Dr. Johnson, a drafter of the bill, before 
the House committee on H.R. 14337. 
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In other words, there was a frank recognition that Congress itself could not, 
in specific terms, conceivably outlaw in advance all possible methods of destroy- 
ing outside competition which might be devised. It trusted to the alertness of 
the Board to condemn subsequent “unfair” practices which might be invented 
for evading the statute, but, unfortunately, the Federal Maritime Board has 
over the years become itself the primary champion of the conferences. The 
courts, however, have given no support to the position of the Board or the con- 
ferences and have given effect to the intention of Congress. 


DUAL RATES 
VoTING REQUIREMENTS ON RATE MATTERS 


The following computations have been made by John J. O’Connor from the 
attached detailed information furnished to him by the Federal Maritime Board. 

Unanimous voting is required by 44 conferences, of which 14 use the dual-rate 
system. (In 17 conferences using the system, there is only 1 American line, 
so the unanimous vote could work against the American line as well as in its 
favor. ) 

Unanimous, less one: Three conferences have this provision, all three use the 
dual-rate system. 

Three-fourths vote: 15 conferences have this provision: 13 use the dual-rate 
system. 

Two-thirds vote: 37 conferences, of which 23 use the dual-rate system. 

Majority vote: 15 conferences, of which 10 use the dual-rate system. 

Summary: Of the 63 conferences using the system, in 37 or more than a ma- 
jjiority, the foreign lines have absolute control by reason of the number of 
member lines, and others may exercise control by reason of the number required 
for a quorum or the number present at a meeting. 


List of approved steamship freight conferences, showing quorum requirements 
and vote necessary for decisions on rate matters 


[(*) Indicates those conferences using the contract-noncontract rate system] 


| 
} 











No. Name of conference | Quorum require- Vote 
| ment | 
*14-1 | Trans-Pacific Freight Conference (Hong Kong) | .| 34 all members. 
*17 | Far East Conference. | Majority all members. 
*50-1 | Pacific Coast Australasian Traffic. Bureau - All_. Unanimous. 
*57 | Pacific Westbound Conferences... ae | 34 : | 34 all members. 
*59 | River Plate and Brazil Conferences + FG coc Do. 
85 | Trans-Pacific Freight Conference of North China | Do. 
*90 | Java-New York Rate Agreement | | Majority all members. 
93 | Outward Continental North Pacific Freight Confer- ; Unanimous. 
ence. 
116 | The Association of West India Trans-Atlantic Steam | 34 all members. 
as Lines. 
*134 | Gulf/Mediterranean Ports Conference_ Majority | Majority those present. 
138 | North Atlantic Spanish Conference Unanimous. 
*140-1 | Gulf/French Atlantic Hamburg Range Freight Con- | Majority____- | Majority those present 
ference. | 
150 | Trans-Pacific Freight Conference of Japan- | 34. 34 those present. 
*161 | Gulf/United Kingdom Conference. | Majority _- | Majority those present. 
170 | Atlantic And Gulf/Hawaii Conference. -- 7 | Unanimous. 
*191 | Java Pacific Rate Agreement -_- | Unanimous less 1. 
*192 | Deli-Pacific Rate Agreement__- | Do. 
194 | Hong Kong/Panama Freight Conference 24 all members. 
*2744 | Atlantic and Gulf/West Coast of South America Con- | Majority- | Majority those present. 
ference. | 
*2846 | The West Coast of Italy, Sicilian and Adriatic Ports/ | %4 | 24 those present 
North Atlantic Range Conference. 
3103 | Japan-Atlantic and Gulf Freight Conference : 44 Do. 
*3302 | Association of West Coast Steamship Companies All savel _. | Unanimous those 
| | present. 
3357 | United Kingdom/United States Pacific Freight Unanimous 
Conference. | | 
3578 | U.S.A./South Africa Conference | Do 
3579 | South Africa/U.S.A. Conference - | Do. 
*3868 | Atlantic and Gulf/Panama Canal Zone, Colon and} Majority | Majority those 





Panama City Conference. | present. 
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List of approved steamship freight conferences, showing quorum requirements 
and vote necessary for decisions on rate matters—Continued 


*4188 


*4189 


*4294 | 
*4490 


*4610 


*4630 
*5200 
5300 
5400 


*5450 | 


*5600 


5660 | 


*5680 


*5700 
5800 


*5850 | 


*6010 
*6060 
*6070 
6080 
6120 
6130 
*6150 


*6170 
*6190 


*6200 


| Continental U 


| North 





{(*) Indicates those conferences using the contract-noncontract rate system] 


Name of conference 


Gulf and South 
ference. 

Havana Steamship Conference 

Pacific Coast/Caribbean Sea Ports Conference_ 

North Atlantic Continental Freight Conference- 


Atlantic Havana Steamship Con- 


U.S. Atlantic and Gulf 
Conference. 

Pacific/West Coast of South America Conference __ 

Pacific Coast-European Conference 

Norway/North Atlantic Conference_- 

Gulf-Scandinavian and Baltic Sea 
ference 

Brazil/United States-Canada Freight Conference 

Associated Steamship Lines (Manila) (rate actions 
taken by trace groups). 

Marseilles/North Atlantic U.S.A. 
ference. 

Pacific-Straits Conference_- 

New York Freight Bureau (Hong Kong)... 

New York Freight Bureau (Shanghai) -_-_. -- 

North Atlantic Westbound F ne 4 Association. 


Ports-Jamaica (B.W.I. 


Con- 


Ports 


Freight 


| Straits/New York Conference. 


Pacific/Indonesian Conference. - 

Canal, Central America Northbound Conference 

U.S. Atlantie and Gulf-Santo Domingo Conference - - 

U.S. Atlantic and Gulf-Puerto Rico Conference___--- 

The Pacific Coast Puerto Rican Conference__-_- 

.S.A. Gulf Westbound Freight Con- 
ference. 

Capea Freight Conference 


U.S. Atlantic and Gulf-Venezuela and Netherlands | 


‘Antilles Conference. 
U.S. Atlantic and Gulf/Australia 
Conference. 
West Coast South 
Conference. 
Pacific Lumber Carriers’ Association. - - --- 


New Zealand 


America/North Pacific 


Pacific Coast River Plate Brazil Conference 

Calcutta U.S.A. Conference 

Camexco Freight Conference 

East Coast South America Reefer Conference... 

River Plate-United States-Canada Freight Con- 
ference. 

Straits/Pacific Conference... _- 

North Atlantic United Kingdom Freight Conference. 


Pacific Coast/Panama Canal Freight Conference__-. 

Deli/New York Rate Agreement_-_- 

River Plate and Brazil/United States Reefer Con- 
ference. 

Colpac Freight Conference_- 

Spain-Portugal North Atlantic R: ange Conferen nce. -- 


Atlantic and Gulf Red Sea and Gulf of Aden Freight 
Conference. 

Leeward and Windward Islands and Guianas Con- 
ference. 

Havana Northbound Rate Agreement. 

North Atlantic Portuguese Freight Conference-.--.-- 


Pacific Coast/Mexico Freight Conference 

Australia, New Zealand and South Sea Islands- 
Pacific Coast Conference. 

East Coast Colombia Conference. - -- 

Mid Brazil/United States-Canada Freight Con- 
ference. 

Brazil/United States-Canada Freight Con- 
ference. 

Santiago de Cuba Conference... 

North Atlantic Baltic Freight Conference 

American West Africian Freight Conference. ms 

The India, Pakistan, Ceylon and Burma Outw ard. 
Freight Conference. 

The Persian Gulf Outward Freight Conference 


| North Atlantic French Atlantic Freight Conference... 


| 
Con- 
| 


Coast 





Quorum require- 


ment 


All save 1_-. 


do 


> 
73 
Majority. 


34. 


2% 


34 


34 


24 group mem- 


bership. 
34 


| All save 1 
24 


Majority~- 
Arai 


24. 
All save 1 


Majority .- 





Vote 


| 24 those present. 


Do 
34 those present 
Unanimous those 
present 
Do. 


34 those present. 

34 all members. 

Unanimous. 
Do. 


2 all members 

24 all members of 
group. 

Unanimous less 1 all 
members. 


| 34 all members. 


Do. 
Do. 


| Unanimous. 
| 24 all members. 


All members save I. 
34 those present. 
Majority all members, 
Do. 
Unanimous. 
Do. 


34 those present. 
Do. 


| Unanimous, 


34 those present. 


Majority those 
present. 


| Unanimous. 


24 those present. 

34 those present. 

24 all members. 
Do. 


Do. 
Unanimous those 
present. 
34 those present. 
24 all members. 
Do. 


34 those present. 

Unanimous those 
present. 

24 those present. 

Unanimous. 


Do. 


| Unanimous those 


present. 
34 those present. 
Unanimous, 


Majority those present. 
24 all members. 


Do. 


34 all members. 

24 those present. 
Majority all members 
Unanimous, 


Majority all members. 


Unanimous those 
present. 
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List of approved steamship freight conferences, showing quorum requirements 


8410 
8420 


and vote necessary for decisions on rate matters— 


Continued 


[(*) Indicates those conferences using the contract-noncontract rate system] 


Name of conference 


Gulf/South and East African Conference _ _-- 

French North Atlantic Westbound Freight Confer- 
ence. 

U.S. Great Lakes-Bordeaux/Hamburg Range East- 
bound Freight Conference. 


U.S. Great Lakes-Bordeaux/Hamburg Range West- 


bound Freight Conference. 
Swiss/North Atlantic Freight Conference-- J 


Middle East Mediterranean 


Westbound Freight 
Conference. 


West Coast South America Northbound Conference_| 34 


U.S. Atlantie and Gulf-Bermuda Freight Conference 
North Atlantic Mediterranean Freight Conferenc 


West Coast of India and Pakistan/U.S.A. Conference. 


Ceylon/U.S.A. Conference 

Atiantic and Gulf-Indonesia Conference __- 

Mediterranean/North Pacific Coast Freight Confer- 
ence. 

Siam/New York Conference 

Pacific Coast-Alaska Freight Conference 

U.S. Atlantic and Gulf-Haiti Conference 

Great Lakes-United Kingdom Eastbound Confe r- 
ence. 

Great Lakes-United Kingdom Westbound Confer- 
ence. 

Gulf and South Atlantic-Cuban Outports Conference 

Spanish/U.S. North Atlantic Ports Olive Conference 


U.S. Great Lakes Scandinavian and Baltic East- 
bound Conference. 


—— Rico and Virgin Islands Freight Con- | 


erence. 

Continental North Atlantic Westbound Freight 
Conference. 

North Atlantic Israel Freight Conference__-_-- 

Red Sea and Gulf of Aden/U.S. 
Freight Conference. 

Atlantic and Gulf-Singapore, Malaya and Thailand 
Conference. 

The American Great Lakes Mediterranean East- 
Bound Freight Conference. 

Mediterranean-U.S.A. Great 
Freight Conference. 

Hawaii/Orient Rate Agreement-_-_-- ‘ 

Atlantic and Gulf/West Coast of Central America 
and Mexico Conference. 

South Atlantic Steamship Conference 
taken by trade groups). 

Scandinavian and Baltic/USA South Atlantic and 
Gulf Westbound Rate Agreement. 

Pacific Coast-Alaska Rate agreement 

Greece, Turkey and Syria Area Westbound Tobacco 
Conference. 

Caribbean/Pacific Northbound Freight Conference 
(rate actions taken by trade groups). 


Lakes Westbound 


(rate actions 


Hawaii/Europe Rate Agreement_ . 
Israel/U.S. North Atlantic Ports Westbound Freight 
Conference. 


Atlantic and Gulf 








Quorum require- 
ment 


Majority- --- 


2 
V3-e0e- ------ 


All 
Mt natin 
a - 


34 group member- 
ship. 


Prepared by Federal Maritime Board, Regulation Office, Mar. 16, 1959. 





Vote 


Unanimous, 
Do. 


Do. 
Do. 


Unanimous those 
present. 
Majority all members. 


34 those present. 
Unanimous. 
24 those present. 
Do. 
Do. 
24 all members. 


|} Unanimous. 


34 all members. 
Unanimous. 

34 all those present. 
Unanimous. 


Do. 


34 those present. 

Unanimous those pres- 
ent. 

Unanimous, 


34 those present. 
34 those present. 


Unanimous. 
24 all members. 


Do. 


Do. 


Unanimous. 
Majority those present. 


Unanimous those pres- 
ent at group Meeting. 
Unanimous. 


Do. 
Do. 


% those present at 
group meeting, pro- 
vided if only 3 mem- 
bers decisions shall 
be by 34 vote; and if 
only 2 members deci- 
sions shall be by 
unanimous vote. 


Unanimous. 


Do. 





Con- 
fer- 


No. 
*14-1 


*17 
*50-1 


*134 


*140 
150 
170 

2744 

*2846 


3103 
3578 





3579 
*3868 


*4188 


*4189 
*4204 
*4490 


*4610 | 
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ence | 





vm merican lines are indicated by ‘“‘U 


/ 


| 
' 


93 | 


138 | 





5300 | 


5660 
*5700 


5850 


*6010 
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Office of the Federal Maritime Board 


Name of conference 


| "trans-Atlantic 
Far East 
Pacific Coast 
Bureau. 
Outward Continental North Pacific 
Gulf/Mediterranean Ports 


Australasian Tariff 


Names of nonconference 
lines 


Isbrandtsen (U.S.) 


do 

Pacific Island Transport 
Line. 

A.N.P. Line 


Fabre Line 
Sidarma Line 
Turkish Cargo Line 


| E. Lemos Service 


North Atlantic Spanish 


American Export (U.S.) 
Isbrandtsen (U.S.) 


Italian Line 


|} Levant Line. 
Aznar Line 


Gulf/French 
Range. 
Trans-Pacific Freight Conference of 
Japan. | 
Atlantic and Gulf/Hawaii 
Atlantic and Gulf/West 

South America. 


Atlantic Hamburg 


Coast of | ¢ 


The West Coast of Italy, Sicilian and 
Adriatic Ports/North Atlantic 
Range. 

Japan-Atlantie and Gulf. 

U.S.A./South Africa 


South Africa/U.S.A_........- 


Atlantic and Gulf/Panama Canal 
Zone, Colon and Panama City. 


Gulf and South Atlantic Havana SS. 


Havana SS_. 
Pacific Coast/Caribbean Sea Ports 
North Atlantic Continental 





U.S. Atlantic 
maica S88. 


and Gulf Ports-Ja- 





Norway/North Atlantic = 

Marseilles/North Atlantic U.S.A 

New York Freight Bureau (Hong | 
Kong). | 

North Atlantic Westbound Freight 
Association. 

Straits/New York 


| Isbrandtsen (T 


Naviera Commercial Aspe 
Prudential (U.S.) 
Stevenson (U.S.) 

U.S. Lines (U.S.) 
Mamenic Line 

Eckert Line 

Independent Gulf Line 
Eurocuba Line - 
Isbrandtsen (U.S.) 


.do : 
Caribbean-Hamburg Line 


; American Defense Line 


Yugoslav Line. 


Isbrandtsen (U.S.) 


| Baron Line. 


Robin Line (U. 

South African Marine Cc orp. 
Lykes Line (U. 
Robin Line (U8) 
American Defense Line ee 


: r : | 
American Union Transport 


(U.8.) 


Grancolombiana Line. ..._-- 


Caribe Transport Line 


Insco Lines- d 
Containerships. --- 

Dalpha Line-_. aa 2 
Del Cueto Line- -. 

Delpha Line 

Ayo Line... -- 


Palmer Line- - -. 
Hellenic Line 


| De La Rama Line. 


Chilean Line__. 
Mamenic Line-. 
Meyer Line- 

Mitsui Line__- 
Wallenius Line_--_.- 
Hycar Line- -- 


J.S.) 
Buccaneer Line- -- 
Merco Trading. ._- ; 
Surinam Navigation Co 
West India Line-_ --- 
Three Bays Line__ 
Moore- Mack (U.S.) 
Sidarma Line 
Isbrandtsen (U.S.) 
Lykes (U.S.)-_. 

Furness Warren Line 


Isbrandtsen (U.S.) 


| 


List of nonconference liner operators as disclosed in the record of the Regulation 


.S.”’ in parentheses; (*) indicates conferences using a dual-rate system] 


Frequency of sailings as 
of April 1959 


Approximately 
Do. 


2 per month 


| Every 2 months. 


No fixed schedule. 


Approximately 
Do. 
Approximately 
Approximately 
months. 
Approximately 
Approximately 
Approximately 
Do. 
Approximately 
Do. 


| Approximately 





Monthly. 

Approximately 

As cargo offers. 

Approximately 
Do. 


monthly. 


2 per month. 
1 every 3 


2 per week. 
monthly. 
every 3 wks 
monthly. 

2 per month 


monthly. 


2 per month. 


1 to 2 per month. 
|} Approximately 


Occasional. 

Approximately 
days. 

Biweekly. 


Approximately 


weeks. 


Approximately 
Approximately 


weeks. 
Approximately 
Approximately 
Do. 
Approximately 
Biweekly. 
Approximately 


Approximately 
Approximately 
days. 


| Every 2 weeks. 


Weekly. 

Do. 

Do. 

Do. 
Approximately 

days. 

Weekly. 
1 per month. 
Approximately 

Do. 


2 per month, 

1 every 10 
every 3 
2 per month. 


every 3 


3 a month, 
2 per month. 


3 per month. 
monthly. 


weekly. 
every 10 


every 10 


monthly. 





Approximately 2 per month. 
Approximately 3 per month. 
Approximately 2 per month. 
Approximately monthly. 
New service; lst sailing De- 
cember 1958. 

Approximately monthly. 
Monthly. 

Do. 

Do. 
Biweekly. 
Approximately 2 

Do. 

Approximately monthly. 
Approxim: ately 2 per month. 
Approximate ly 4 per month. 
Approximately 2 per month 


per month, 


| Do. 
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List of nonconference liner operators as disclosed in the record of the Regulation 
Office of the Federal Maritime Board—Continued 


[American lines are indicated by “U.S.” 


Con- 
fer- 
ence 
No. 


6080 


6120 


6130 





*6150 | 
*6190 


*7090 
7530 





*7540 


*7550 


a 


*7670 


7680 


7820 





7830 


7860 


in parentheses ; 


a dual-rate system] 


| 
| 
| 
—|—-—— —— —________—_ 
| 
| 
| 
| 


Name of conference 
U.S. Atlantic and Gulf-Santo Do- 
mingo. 
U.S. Atlantic and Gulf-Puerto Rico-_. 


The Pacific Coast Puerto Rican. 


Continental U.S.A. Gulf Westbound. 
J Atlantic and Gulf-Venezuela 


U.S. 
and Netherlands Antilles. 


Straits/Pacific 


Atlantic and Gulf Red Sea and Gulf 


of Aden. 


Leeward and Windward Islands and 


Guianas. 


Havana Northbound Rate 


ment. 


| North Atlantic Portuguese 


Australia, New Zealand and South | 


Sea Islands-Pacifie Coast. 


North Atlantic Baltic_-_- 


American West African (Azores only) - 


Agree- 


The India, Pakistan, Ceylon and 


Burma Outward. 


The Persian Gulf Outward 


North Atlantic French Atlantic_--- 


Gulf/South and East African 


French North Atlantic Westbound__}| 


U.S. Great 
burg Range Eastbound. 


U.S. Great Lakes 
burg Range Westbound. 
Swiss/North Atlantic 


Lakes- Bordeaux/Ham- 


Bordeaux/Ham- | 


Names of nonconference 
lines 


American Union (U.S8.) 
| Delpha Lines 


| Insco Lines- - 

Surinam Navigation. - 
Pan Atlantic_- 

States Marine (U.S.) 
Isbrandtsen (U.S.) 
American Union (U.S.) --- 
| Trailer Marine 
Waterman (U.S.) 

| Isbrandtsen (U.S.) 

| States Marine (U.S.)- 

| Independent Gulf 
American Defense 
Belgo-Swedish Lines 
Caribbean-Hamburg 
Dovar Line- 

Linea Del Caribe 
Ocean Trading 

| Venezuelan Line- 
Three Bays Line 
Isbrandtsen (U.S.) 
Crescent Line 
Isbrandtsen (U.S.) 
Scindia Steam Navigation 
Central Gulf (U.S.). 
American Defense. 
American Union (U.S.) 
Three Bays Line 
Surinam Navigation 
Ultramar Line 


Hamburg American 
Kawasaki Kisen Kaisha 
West India Fruit 
American Export (U.S.) - -- 
Cia de Nav. Carregadores_.- 
Italian Line------... 
Mamenic Line--.-.-.--.---- 
Eckert Line............. 
Pacific Island Transporta- 
tion. 
Knutsen Line Rae 
Wallenius Line- - ---_---- 


Prudential (U.S.)- 


Henes Tide. .-........... 
Marchessini Line 
Isbrandtsen (U.S8.)__.---- 
Orient-Mid East-_----- 
Crescent Line------- 
Marchessini Line 
Isbrandtsen (U.S.) 





| South African Marine 
| Baron Line 

Home Lines 

Polish Ocean Lines 


Poseidon Line 





Canadian Pacific 


Poseidon_.- 


Home Lines 
Mamenic Line__ 


Cia de Nav. Corregardores..-- 
Isbrandtsen (U.S.)........-- 
SITU, BA ois 5 acne cncnn sens 


Central Gulf (U.S.)_----__-- 


| Hamburg Chicago Line-.. a 


(*) indicates conferences using 


Frequency of sailings as 
of April 1959 


Monthly. 

Approximately 
weeks. 

Every 2 weeks 

Monthly. 

Weekly. 

Irregular 

Approximately 3 per month 


every 2 


| Monthly. 


Irregular. 


| Weekly. 


| Approximately 


| Approximately 


Approximately 3 per month 
Irregular. 
Approximately 
Bimonthly 


2 per month. 


weekly 
Irregular. 

Do. 

Do. 

Do. 

2 weekly. 
Approximately 2 per month 

Do. 

Do. 

Do. 
Approximately 
Approximately 
Biweekly. 
Approximately 
2 per month. 
Fortnightly. 
Approximately 
weeks. 
Approximately 
Approximately monthly. 
Approximately daily. 
Approximately 2 per month. 
Approximately monthly. 
Approximately 2 per month. 
As cargo offers. 
Approximately 2 per month. 
Every 2 months. 


monthly. 
2 per month. 


monthly 


every 3 


2 per month. 


Approximately monthly. 
Do. 
Do. 

Approximately 2 per month. 
Do. 


Approximately every 3 weeks. 
Approximately 2 per month. 


Approximately every 3 weeks. 

Irregular. 

Approximately 2 per month. 
Do. 

1 per month. 

Irregular. 

Approximately monthly. 

Occasional. 

Approximately 2 per month. 

Approximately monthly. 
Do. 

Approximately 

weeks. 
Approximately 3 per month. 


every 3 


Occasional. 
Approximately 3 per month. 


A pproximately 
Approximately 


monthly 
2 per month. 
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List of nonconference liner operators as disclosed in the record of the Regulation 
Office of the Federal Maritime Board—Continued 


[American lines are indicated by ‘‘U.S.” in parentheses; (*) indicates conferences using 
a dual-rate system] 








| | 




















Con- | 
fer- Name of conference Names of nonconference Frequency of sailings as 
ence | lines of April 1959 
No. 
7880 | Middle East Mediterranean West- | American Export (U.S.)-- Approximately every 3 
bound. | weeks. 
| Fern-Ville Lines ....-.| Approximately every 2 
weeks. 
Hellenic Lines z ..| Approximately 2 per month, 
Prudential (U.S.)- sa ¥ Do. 
Torm Lines-_----.---- .-| Approximately monthly. 
Greek Line_ _. twit Do. 
Khedival Line. .-_--- Do. 
| Concordia Line pat Approximately 2 per month, 
7900 | U.S. Atlantic and Gulf-Bermuda_...| American Union (U.S.).....| Monthly. 
Isbrandtsen (U.S.) Ee Weekly. 
The Bermuda Line | Do 
*7980 | North Atlantic Mediterranean__...... i Ra ae See eee ae Approximately 2 per month, 
Turkish Cargo Line__..--.-- Monthly. 
| Yugoslav Line-............. eee every 3 
weeks. 
Isbrandtsen (U.S.).......... Approximately 2 per month, 
E. Lemos Service. -........-.- Irregular. 
Marchessini Line__.......--- Do. 
IAM... <canccacce ..--/ Approximately every 3 
weeks, 
Scindia Steam Navigation..| Approximately monthly. 
Orient-Mid East_........... Monthly. 
8040 | West Coast of India and Pakistan/ | Isbrandtsen (U.S.)-...-.-.-.. Approximately 2 per month 
U.S.A. 
$110 | Pacific Coast-Alaska................. | Alaska Freight (U.S.) _.-... | Triweekly. 
| Oregon Alaska S.S. (U.S.)_-..| Irregular. 
Upper Columbia River Do. 
Towing Co. (U.S.). 
*8120 | U.S. Atlantic and Gulf-Haiti........ ye) ens 2 or 3 per month. 
| Surinam Navigation Co_....| Irregular. 
West India Line. _........-- Do. 
8130 | Great Lakes-United Kingdom East- | Canadian Pacific..........-- | Approximately every 6 
bound. | Weeks. 
Ce ouemwe | Approximately monthly. 
Furness Line _...........-. ue Do 
Manchester Liners........-- Do. 
BOO AM... wocaccaccacesses Do. 
8140 | Great Lakes-United Kingdom West- | Finlake Line..............-- Do. 
bound. OE EEE Do. 
Manchester Liners......-.--. Approximately 2 per month. 
8160 | Spanish/U.S. North Atlantic Ports | Spanish Line...........--... Monthly. 
Olive. EN, Ch cciiunnenwsenee Approximately monthly. 
8180 | U.S. Great Lakes, Scandinavian and | Wallenius Line. --~-....-.---. Do. 
Baltic Eastbound. 
8190 ete Rico and Virgin | Isbrandtsen (U.S.)......--.-- | Approximately 2 per month. 
Siands | 
8210 | Continental North Atlantic West- | Chilean Lime............-.-- Approximately monthly. 
bound Mamenic Line. ............. Approximately 2 per month. 
| | Wememins LARC. ....ccccuccn Do. 
LS ee Approximately 3 per month. 
Polish Ocean Line---..-..-.-- | Approximately every 3 
weeks. 
8230 | Red Sea and Gulf of Aden/U.S. | American Export (U.S.)-.-.| Admitted to conference on 
| Atlantic and Gulf Mar. 6, 1959. 
*8240 | Atlantic and Gulf-Singapore, Malaya | Isbrandtsen (U.S.)_...-...-.| Approximately 2 per month. 
and Thailand | 
8310 | South Atlantic SS................... I TOI i oss mais nsec Approximately 3 per month. 
Independent Gulf__.....-.-- Approximately 2 per month. 
Head Line and Lord Line...| Approximately every 3 
| weeks. 
Mamenic Line. .........--.--]| Montlily. 
8320 | Scandinavian and _ Baltic/U.S.A. | Scandinavian American | Approximately weekly. 
South Atlantic and Gu'f West- Line. | 
bound Rate Agreement 
8350 | Greece, Turkey and Syria Area | Concordia__--. =_ Approximately 2 per month. 
Westbound Tobacco. Rig 2 snaceksanaccom Do. 
Prudential (U.S.)........s- Do. 
EE EE, 2c acnwaacenaben Approximately monthly. 
Khedevial Mail.....-..-...-- Do. 
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DUAL RATES 


- 


THE MYSTERY OF THE CASE, “Ex PARTE 5,” BEFORE THE MARITIME AUTHORITIES 


The exclusive-patronage contract/noncontract dual-rate system is a complete 
anomaly in Anglo-American transportation law. This system and the monopoly 
it would inevitably achieve for foreign-dominated shipping cartels violates 
every principle of our antitrust laws and free enterprise system. Throughout 
the long court litigation concerning this system, lasting more than a decade, 
neither the Federal Maritime Board nor the conferences discovered one single 
authority, other than the Board’s own opinions, that would lend direct or 
specific support to their contentions that the system was legally permissible. 
Of course, it was eventually condemned by the Supreme Court. 

Although the Board has recently been vigorous in espousing the dual-rate 
system, the Board’s predecessors have not always endorsed the system, and, 
in fact, condemned it until many years after the Shipping Act was passed in 
1916. 

There can be no dispute that the Board’s administrative decisions concerning 
this system have been anything but consistent, which led the three-judge, statu- 
tory district court in Jsbrandtsen Company v. United States (96 F. Supp. 883, 
890 (S.D.N.Y. 1951)) to comment that “the decisions of the Board (none of 
which approving a dual-rate provision has heretofore come to court) have lacked 
uniformity and consistency ; and in such circumstances, administrative interpre- 
tations have little weight.” 

The first case of the Shipping Board to consider the system in 1922 had held 
the dual-rate system to be fundamentally illegal, as “unjustly discriminatory” 
and “unduly prejudicial” under sections 16 and 17 of the Shipping Act (Eden 
Mining Co. v. Bluefields Fruit and S. 8. Co., 1 U.S.S.B. 41 (1922)). Prior to the 
Second World War, the issue of illegality of the system under section 14 of 
the act had not been specifically discussed in any Board decision. When the 
issue of illegality of the system was first raised before the Board in 1948, the 
system was opposed by the Departments of Agriculture and Justice, as well as 
Isbrandtsen (Pacific Coast European Conference, 3 U.S.M.C. 11 (1948)). 
Strangely enough, one of the most vigorous opponents of the system in that 
case was the Department of Commerce. 

Until the specious and spurious argument of the conferences was devised that 
the so-called Alexander committee had given its “implied approval” to the ex- 
clusive-patronage system, it had been generally recognized that the system 
was not ermployed in American commerce until at least 6 years after the passage 
of the 1916 act. This fact can be definitely established from records reposing 
in the archives of the Board in a much mooted proceeding known as Ha Parte 5, 
Contract Rate Investigation, which was dismissed by the Shipping Board on 
March 3, 1927, and was strangely not reported in the Board’s reports. 

The circumstances concerning Ea Parte 5 are to say the least mysterious, and 
it was only recently exhumed from the National Archives, largely through the 
efforts of Isbrandtsen’s counsel. All of the records concerning this proceeding, 
perhaps some unavailable to Isbrandtsen, are certainly available and can be 
inspected by this committee. 

Until 1926, the dual-rate system had been considered illegal by the Shipping 
Soard on the authority of the Hden case, and the Board was so advised by its 
counsel. During 1926, however, the Board received indications that approxi- 
mately 8 of the 10 existing 43 conferences, operating in American commerce, 
were using the dual-rate system which had been held unlawful. The order of 
the Shipping Board, instituting the investigation in Hx Parte 5, is reported in 
the “Extract from Proceedings of the United States Shipping Board, June 16, 
1926” as follows: 

“Whereas by its report of October 11, 1922 [the Eden case supra] rendered 
after investigation upon complaint, the Board determined that the charging by 
a carrier of higher rates to shippers who refused to agree to patronize said car- 
rier exclusively than to shippers who did so agree was violative of sections 16 
and 17 of the Shipping Act, 1916; and 

“Whereas it appears certain carriers subject to the jurisdiction of the Board 
are now engaged in the practice of charging ‘contract’ and ‘noncontract’ rates, 
whereby shippers agreeing to ship exclusively via said carriers are charged 
lower rates than shippers who do not so agree: Now therefore, it is 
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“Resolved, That a proceeding of investigation and inquiry be, and it is hereby, 
instituted by the Board of its own motion, to determine the facts and hear the 
argument respecting the lawfulness under the Shipping Act of said practice: It 
is further 

“Resolved, That the carriers named in the appendix hereto, or which may here- 
after be added thereto, be, and they are hereby, made respondents in this pro- 
ceeding : And it is further 

“Resolved, That this proceeding be assigned for hearing before the Board at 
Washington, D.C., at such time or times as may hereafter be directed.” 

Ninety-two steamship lines, mostly foreign lines, were made respondents in 
this proceeding which became Ex Parte 5—Contract Rate investigation. 

The Board duly made its so-called “report”, therein, on February 23, 1927, 
but for some reason—plainly to be deducted from what we have to say here- 
after—this report was never “reported” or published. So it does not appear in 
the volumes of the reports. Ea Parte 1, 2, 3, and 4 appear, but not Hx Parte 5. 

Ex Parte 4, section 15: Inquiry, submitted 2 days before that hearing in Le 
Parte 5, on November 10, 1926, was not decided until August 16, 1927, but was 
reported in 1 U.S.M.C. (pp. 121-125). 

That the proceeding, Ez Parte 5, was “dismissed” does not explain the rea- 
son for failure to publish the report, because that is the termination of most of 
the proceedings which are reported and published. (See Dockets No. 31—re- 
ported in U.S.M.C. p. 126; No. 41, same vol. p. 126; No. 34, same vol. p. 1385; No. 
39, same vol. p. 143.) All were reported at about the same time, 1927-28, and 
the proceedings had been dismissed but were still reported. Why did someone 
not dare to publish this extraordinary report in Ha Parte 5? What follows 
demonstrates the reason. 

This suppressed docket was unearthed for us, from the National Archives. It 
reads like a melodrama. 

The “hearing” was held on November 10, 1926, before six commissioners. 
There were 40 appearances, representing practically all the 92 respondents and 
a few shippers. 

At that time the Board apparently had in its possession an opinion of its gen- 
eral counsel, that the system was unlawful. Of course, it had its own report 
in the Eden case holding the system unlawful. 

The transcript of the morning and the afternoon session comprises 187 pages. 

What happened to turn this “hearing” into a “conference” (p. 187) and to 
result in the remarkable “resolution” of February 23, 1927, prefacing the report, 
is readily discernible from the transcript, from which we later quote. 

That resolution reads: 





“Hae Parte 5 


“CONTRACT RATE INVESTIGATION 


“Whereas, by resolutions of June 16, 1926, and July 13, 1926, the Board under 
authority of section 22 of the Shipping Act, 1916, entered a proceeding of in- 
vestigation and inquiry in connection with the practice of carriers of charging 
‘contract’ and ‘noncontract’ rates; and 

“Whereas at the outset of the hearing the Board on its own motion discon- 
tinued it as a formal hearing in the case, thenceforth proceeding informally, 
but without prejudice: 

“Resolved, That the proceeding be, and the same is hereby dismissed.” 

Incidentally, the transformation from a “formal hearing’ did not take place 
“at the outset of the hearing,’ but not until the afternoon session, after recess, 
at 2:30, when Chairman Smith stated : 

“Gentlemen, out of consideration of the point of view expressed by the at- 
torneys of the respondents this morning, it is ruled that no orders will be en- 
tered in or as a result of this hearing having in view declaring any contracts 
by respondents which any of them may have made with shippers as illegal. 

“This statement is not to be understood as conceding in any degree that the 
procedure we have here followed was not within the powers of the Board. State- 
ments made may not be under oath, but the hearing will be continued for the 
purpose of receiving information from the respondents relating to the subject 
of the resolutions on which the hearing is based.” 





PORE, 5, 


Dp 
di 
of 
fil 
e) 


th 
in 


re 











ss 


ie 


le 
ct 


STEAMSHIP CONFERENCE STUDY 619 


The “point of view”—and a ridiculous one—expressed, principally by three 
top conference lawyers, was that the Board had no authority to bring the pro- 
ceeding, under section 22 of the 1916 act, without filing a formal, sworn com- 
plaint—“like any citizen”—specifically setting forth the charges against the 
respondents; that therefore the conferences would offer no one as a witness and 
further they would not consent to testify under oath—as is usual. Also counsel 
claimed they had intimations that indictments were being sought in New York, 
against one or more carriers for using the contract system. 

The Board was just bluffed out of proceeding with the formal “hearing,” or 
swearing any one. 

The remarkable “report” in this vanishing Er Parte 5, Contract Rate Investi 
gation, after reciting in detail the main appearances, stated : 

“This proceeding relates to the practices of certain carriers by water whereby 
shippers who contract to patronize them exclusively in specified services for 
definite periods of time, are charged less than the rates charged for similar serv- 
ices to Shippers not making similar contracts. 

“The matter came on for hearing November 10, 1926, and the respondents 
having interposed various objections the Board announced that the hearing 
would be continued as an informal hearing only, that statements by respondents 
would be voluntary and not under oath, and that no order prejudicial to any of 
the respondents would be entered; that the change in procedure, however, was 
not a concession that the objections were valid (!) or that the proceeding had 
been improperly brought either in form or substance.” 

The U.S. district attorney for the southern district of New York was in fact 
investigating the matter in 1926, and he had communicated with the Board 
especially in respect to the Lavant Conference, which was represented by counsel 
at the “hearing,” who was the chief objector to any witness being sworn or the 
Board proceeding at all in the investigation. 

Under date of March 23, 1926, the Chairman of the Board and the Director, 
Bureau of Regulation, wrote the U.S. attorney that in the minutes of that 
Lavant Conference were “recorded * * * agreements regarding contract and 
noncontract rates; that such minutes were examined before being accepted for 
filing.” This statement was intended to lead the district attorney to believe the 
Board had approved the system. 

However, the Chairman, and the General Counsel, and the said Director, later 
prepared a “final revision” of a letter in which the Chairman withdrew the 
“paragraph” containing this statement as to the recording of the system in the 
minutes. The rest of this three-page “final revision” contains a lot of gobblyde- 
gook attempting to befog the issue as to whether these systems are filed, or 
approved, or have to be approved. The letter admitted that only 22 of 42 confer- 
encets file any minutes at all, and that minutes are only “presented for infor- 
mation.” 

Since someone down the line did ot send this correcting letter—just marked it 
“not sent’—whether the Chairman, etc., knew about the withholding?—it is 
natural to assume that the district attorney did not further proceed with the 
ease, relying on the previous letter, that this Lavant Conference had filed min- 
utes containing its contract system and that the Board had approved its use- 
all of which was admittedly false. 

Therefore, although the Board was well aware in 1926 that it was not again 
passing on the dual-rate systems, as was its duty, it continued to dodge that 
duty, even in 1954, when in three cases, the courts, up to the Supreme Court 
of the United States, held that the system could not be used until it was duly 
filed for approval and approved. Only 1 of the 683 dual-rate systems in use was 
ever even filed for approval, let alone approved. 

In winding up Ee parte 5, the Board concluded : 

“We recommend that the proceeding be dismissed and that the evidence 
therein, taken under the circumstances above-mentioned, be treated as general 
information only, taken informally, for possible use in determining what further 
action, if any, shall be taken with respect to the matters mentioned in the 
resolutions of the Board dated June 16, 1926, and July 13, 1926.” 

But, notice the Board in Er parte 5 did not approve the system. 


JOHN J. O'CONNOR. 
APRIL 14, 1959. 
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SPREADS 


The spread or differential used by the 63 freight conferences, using a dual- 
rate system, out of the total of 118 freight conferences authorized. 
The five passenger conferences do not use the system, nor do tankers or bulk 
carriers (tramps) use it. Only common carriers, in liner operations, use it. 
Only one conference (No. 4490) even purports to give the contract signer a 
“discount” from the “tariff” or higher noncontract rate. All the other 62 con- 
ferences add an amount in dollars or a percent to the contract rate to arrive 
at the higher noncontract rate. 
The spreads vary as follows: 
Number of conferences ! Amount of spread Number of conferences ! Amount of spread 
10 percent. } Pe $3. 
124 percent. $4 
15 percent. wo. tS BO: 
20 percent. aue $5. 
19 to 31 percent. be, : $5.50. 
$2 a ton. ; ‘ $6. 
$2.50. EE po Fd $20. 


1 The above total of number of conferences exceeds 63, because some conferences use more than 1 spread 


According to the records of the Board, furnished by the conferences presently 
employing the exclusive-patronage preferred-rebate system, the first use of it 
was begun in 1923 by the North Atlantic United Kingdom Conference (now 
F.M.B. Agreement No. 7100) and it was applied only to one item, viz, “automo- 
bile tires.”” This information supplied by the conference conforms roughly to 
the facts found by the staff of the Shipping Board, in 1926, in Ea Parte 5, Con- 
tract Rate Investigation, a case steeped in mystery, which was so embarrassing 
it was never reported. A separate memo in reference to this “case’’ will be 
submitted. 

Also, according to these records of the Board, furnished by the conferences 
using the system, only eight other conferences initiated the system in the 1920's, 
viz, two in 1924, two in 1925, three in 1927, and one in 1929. 

In the 1930's 34 conferences started to use the system, and the balance ini- 
tiated it thereafter, 11 as late as 1946 and 1948. Two of the conferences so 
reporting did not indicate when they first employed the system. 

When the system was first used, some 6 or 7 years after the passage of the 
Shipping Act, it was generally applied only to a limited number of commodities, 
often only one, as in the case of the North Atlantic United Kingdom Conference. 
In the case of the Japan-Atlantic and Gulf Freight Conference, which case went 
to the Supreme Court, its predecessor conference first used the system starting 
on December 31, 1928, when it was applied to only three commodities, viz, 
“canned crabs, lily bulbs, and tea.” 

The details as to the spreads used by each conference are as follows: 


Year of Spread (where ‘‘$”’’ is 
Name of conference institution used it means per short 
of a dual- ton (2,000 pounds)) 

jrate system 


Trans-Pacific (Hongkong). .- : 1927 ! $4. 
Far East cote aod 1928 1 $4. 
Pacific Coast-Australasian Tariff Bureau... a 1935 1 $3 to $4.2 
Pacific Westbound ; 1927 ! $3. 
River Plate and Brazil . see 1930 1 $3.3 
Java-New York ; 1931 1 $4.50. 
Gulf/Mediterranean Ports. -. 4 joes Licwras 1930 ! 20 percent. 
140-1 | Gulf/French Atlantic Hamburg Range____-- . , 1930 1 Do. 
161 | Gulf/United Kingdom. eae i ; i 1930 ! Do.‘ 
191 | Java-Pacific has Latnaes ’ 1931 } $4.50 
192 | Deli-Pacific 1932 ! $4.50. 
2743 wf rpm and Culf/West Coast of Central America and 1934 1 $4. 
IVLex1co. | 
"2744 | Atlantic and Gulf/West Coast of South America |} 1934! $3. 
2846 | West Coast of Italy, Sicilian and Adriatic Ports/North 1933 12 20 percent. 
Atlantic Range (W.I.N.A.C.). | 
3103. | Japan-Atlantic and Gulf (before World War II) 1928 Do. 


See footnotes at end of table. 
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3302 


3868 | 


4188 
4189 
4294 


4490 | 
4610 | 


8310 


4630 | 


5200 
5450 


5600 | 
A680 | 
700 | 


ROO | 


R50 
6010 
6060 
607( 
6150 
6170 


6190 


6200 
6270 
6400 
6500 


6670 | 
6800 | 


HYOOD 
7090 
7100 
7170 
7190 
~971) 





Name of conference 


Associetion of West Coast GS Cos... .. << ....- esc cncucen 


| institution 
of a dual- 


Year of 


| 


irate sy stem| 


Atlantic and Gulf/Panama Canal Zone, Colon, and Pan- | 


ama City. 


Gulf and South Atlantic Havana---.....-.----...------2.- | 


Havana SS Conference 

Pacific Coast/Caribbean Sea Ports......................... 

North Atlantic Continental as ag 

U.S. Atlantic and Gulf Ports-Jamaica (B.W.I.) 

South Atlantic__- : 

Pacific/West Coast of South America. -- 

Pacific Coast European_- 

Brazil-U.S./Canada--__- 

Associated SS Lines 

Pacific/Straits _ _- 

New York Freight Bureau (Hongkong 

New York Freight Bureau (Shanghai 

North Atlantic Westbound_- 

Straits/New York. -_-- 

Pacific/Indonesian- 

Canal, Central America Northbound. 

Continental-U.S.A. Gulf Westbound 

Capea 

U.S. Atlantic and Gulf-Netherland 
Venezuela (inbound and outbound). 

U.S. Atlantic and Gulf/Australia-New Zealand 

West Coast South America/North Pacific Coast 

Pacific Coast River Plate Brazil (inward and outward 

Calcutta/U.S.A.. 

Camexco j 

East Coast South America Reefer- 

River Plate/U.S.-Canada 

Straits/Pacific 

North Atlantic United Kingdom 

Pacific Coast/Panama Canal... 

Deli/New York 

Colpae ; 

Spain-Portugal North Atlantic Range 

Leeward and Windward Islands ar 

Havana/U.S. Atlantic and Gulf 


inactive) 


West Indies 


Pacific Coast/Mexico (outbound and int 

East Coast Colombia (outbound and inboun 
Mid Brazil/U.S.-Canada 
North Brazil/U.S.-Canada see ‘ 
Santiago de Cuba (outbound and inbound 
North Atlantie Baltic i . SRA 
India, Pakistan, Ceylon and Burma Outward 
North Atlantic French Atlantic 

West Coast South America Northbound 
North Atlantic Mediterranean 
Atlantic and Gulf-Indonesia ie Ss 
U.S. Atlantic and Gulf-Haiti d and outbound 
Atlantic and Gulf-Straits Settlements, Malaya States and 


Siam. 


inbou 


1 Specific commodities. 

- 4 commodities only. 

3 Cotton only to Spanish Mediterranean ports. 

4 Naval stores only. 

§ From Colombia; coffee only. 

6 From Ecnador; cocoa, coffee, and ivory nuts only. 
7 Beef extract, canned meats, and castor seeds only. 
§ To Australia; 9 commodities. 

® Ores and concentrates only. 

10 Specific commodities. 

1! Canned meats, beef extract, and wool only. 

122 Green coffee only, inbound, 

18 Castor seed only. 

14 Ores and concentrates only. 


15 Autos and floor only, outbound, 


Inbound, none, 


Submitted by John J, O’Connor, Apr. 15, 1959, 
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1934 ! 
1935 } 


1935 12 
1935 12 
1939 ! 
1925 2 


1936 1 


1930 ! 
1936 ! 


1931 ! 


1932! 
1936 ! 
1941 ! 
1938 1 
1938 1 


1927 ! 


1439 


621 


Spread (where ‘‘$”’ is 
used it means per short 
ton (2,000 pounds)) 


15 5 to 25 6 percent. 


| 20 percent, 


$4. 


| $4. 
| 20 percent. 


10 percent. 
20 percent. 
Do. 
Do. 


20 percent. 

$5. 

$3. 

20 percent. 
Do. 
Do. 


$3 (outbound). 


8 to 31 percent.® 


$3 (outward). 

15 to 20 percent. 
dd. 
of 


) percent.’ 


percent.!” 
$5.50 1! and $10 wool. 


20 percent. 

$4.50. 

$4.50 

15 percent. 

Do. 

$1 per bale 
tured tol 

20 percent 

$4 50.13 

S4 Al 

12.5 percent (outbound), 

20 percent. 

$4. 


20 percent. 


(unmanufac- 
1¢co only). 
(outbound), 


20 percent. 

$3. 

19 to 31 percent.§ 
Do. 
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RATE WARS 


Tue Facts CONCERNING THE RATE WAR IN THE JAPAN-ATLANTIC AND GULF 
FREIGHT CONFERENCE TRADE, THE DUAL RATE SYSTEM OF WHICH WAS INVOLVED 
IN THE SUPREME CourRT DUAL RATE DECISION 


Considerable discussion has taken place during the hearings, mostly by con- 
ference representatives, like Mr. Aleck Cocke, unfamiliar with the situation, 
concerning the contention that Isbrandtsen started the rate war in the Japan- 
Atlantic and Gulf Freight Conference Trade. This assertion is definitely not 
correct and contrary to the record. The facts prove that the conference, not 
Isbrandtsen, started and continued the war, and the Federal Maritime Board 
did nothing to stop it for about 5 years. 

The conference first opened rates on the most active 10 commodities, on 
March 12, 1953. This number was later added to, from time to time, to include 
all important items in volume—and the Board’s report in docket 730 found that 
such action, by the conference, was taken “in order to meet Isbrandtsen’s com- 
petition” and also was directed at “secret rebating” by the conference lines. 
Isbrandtsen was, as the testimony actually showed, merely the scapegoat in 
the action of the conference in starting the rate war. 

Open rates permit any conference line to charge any rate it sees fit on the 
particular commodities. 

After the rate war was started by the conference lines, it was Isbrandtsen, 
not the conference, that attempted to stabilize rates. Isbrandtsen issued public 
notices that it would not carry cargo at less than cost, even though the conference 
lines were so doing at rates as low as $6 or $6.50 a ton when handling costs, 
longshoremen expenses were $8.50 a ton. Certainly the Federal Maritime Board 
should have taken some action, because the conference lines were still operating 
as an American conference, and their agreement could have been canceled, as the 
Board has repeatedly asserted it has the power to do. Such assertion was made 
in Mr. Morse’s testimony before this committee. Furthermore, the operation of 
vessels carrying cargo at less than cost by the conference lines constituted the 
operation of “fighting ships” in violation of section 14(2) of the 1916 Shipping 
Act. See West India Fruit and Steamship Company v. Seatrain Lines (170 
F. 2d 755 (1948) ), as well as being “a detriment to the commerce of the United 
States.” 

The situation was specifically called to the Board’s attention, on several 
occasions. The facts concerning the rate war are all documented in the record 
before the Federal Maritime Board in the lengthy administrative hearing—5,000 
pages—in docket 730, involving the statement of the Japan-Atlantiec and Gulf 
Freight Conference requesting permission to institute the dual rate system. 


MALPRACTICE AND SECRET REBATING BY CONFERENCE LINES 

Malpractices and secret rebating by conference memberslines have been in- 
herent and traditional in this particular trade. Conferénce lines have not 
adhered to their own rates and have been guilty of secret rebating and kickbacks 
to shippers. The situation was recognized by the Maritime Commission itself, 
as far back as 1940, at a time when the conference was using the dual rate 
system. See Rates from Japan to the United States, 2 U.S.M.C. 426, 487 (1940). 
In that case, the predecessor agency of the Federal Maritime Board (at p. 437) 
found that the members of the Japan-Atlantic and Gulf Freight Conference (at 
that time, nine foreign and one American) were “shown upon the record (to 
allow) persons to obtain transportation for property at less than the regular 
rates and charges currently established and enforced by means of false billing, in 
violation of section 16 ‘second’ of the Shipping Act, 1916, as amended, to give 
undue and unreasonable preference to particular persons and to subject par 
ticular persons to undue and unreasonable prejudice, in violation of section 16 
‘first’ of that act, as amended; and to charge and collect rates and charges which 
are unjustly discriminatory between shippers, in violation of section 17 of that 
act, as amended.” 

Up to World War II there was no independent in this trade, but nevertheless, 
the conference used a dual rate system with a $4 a ton spread between contract 
and noncontract rates. 
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KICKBACKS 


This situation of secret rebating continued after the Second World War, 
and after Isbrandtsen entered the trade. At a meeting of the Japan-Atlantic 
and Gulf Freight Conference, its closely allied conference, Trans-Pacific Con- 
ference of Japan, on October 23, 1952, the conferences discussed ‘“‘malpractices” 
by member lines and the situation that these conference lines were “not 
adhering to tariff rates and regulations” (exhibit 67 in docket 730, attached). 
Subsequently, on November 5, 1952, the secretary for both conferences, Mr. 
Wintemute, wrote to the Japanese Ministry of Transportation, bringing the 
attention of that foreign governmental body to “the serious state of affairs 
now prevalent due to some of the member lines using unfair practice to secure 
cargo * * *.” (See exhibit 108, attached.) That letter continues that unless 
such malpractices are ended a “complete breakdown of the tariff structures 
now in existence” (i.e., a “rate war’) would result. Such a rate war subse- 
quently did oceur, on March 13, 1953, with all the lines of both conferences, 
not Isbrandtsen, fighting for cargo at rates below handling costs. On November 
13, 1952, the Japanese Ministry of Transportation replied to the aforemen- 
tioned letter of the conferences, concerning “malpractices” by member lines 
(exhibit 109 in docket 730, attached), and issued a “warning” to each member 
line of the conferences that such malpractices and secret rebating should cease 
(exhibit 110 in docket 730, attached). 

The secret rebating, however, did not cease, and although Isbrandtsen’s 
rates were nominally lower than the conference tariff rates, it appears that 
Isbrandtsen’s rates were in many instances higher than the rates actually 
charged by many member lines, because of the secret rebating and kick- 
backs. 


OPENING OF RATES BY THE CONFERENCES—THE START OF THE “RATE WAR” 


The report of the Federal Maritime Board in The Statement of Japan 
Atlantic and Gulf Freight Conference Filed under General Order 76 (Dee. 
12, 1955), — F.M.B. —, at least formally recognized that it was the conference 
that had instituted the rate war. It was this report that went to the U.S. 
Supreme Court. The facts concerning the refusal of the conference to meet 
competition in the usual American way and its deliberate attempt to eliminate 
Isbrandtsen’s competition by starting the rate war, in flagrant disregard of 
the interests of shippers, are set forth in findings of the Board appearing at 
pages 11 and 12 of the Board’s mimeographed report, as follows: 

“At a special meeting of March 9, 19538, the conference discussed steps 
which might be taken to meet Isbrandtsen’s competition and resolved to 
call a special meeting to pass on a proposal to grant a 20-percent discount 
on all tariff rate items as a method of meeting nonconference competition 
and minimizing rumored rebating among the member lines. At a special meet- 
ing of March 12, 1955, however, the proposal was rejected and, instead, the 
conference voted to open conference tariff rates on 10 of the major com- 
modities moving in the trade. At various subsequent times the conference 
has voted to open rates on most of the commodities that move in substantial 
volume in the trade, with the exception of refrigerated cargo. No advance 
notice of the initial or subsequent opening of rates was given to interested 
shippers, and no minimum rates were established on any of the open-rated 
commodities. The decision to open rates was made ‘in view of the action 
taken previously by the Trans-Pacific Freight Conference of Japan.’ The con- 
ference secretary testified that the conference would have lost cargo for points 
in inland United States to the Trans-Pacific Freight Conference of Japan 
had this action not been taken. Like the rejected proposal to reduce rates 
by 20 percent, the opening of rates was directed at nonconference competition 
and rumored rebating by member lines. In addition, it was hoped that the 
rate war would lead to Isbrandtsen’s joining the conference or to the institu 
tion of the dual-rate system or other system. 

“After March 12, 1953, the level of rates charged dropped, first, to about 
80 percent, and later to about 30 to 40 percent of the pre-March 12 level. On 
a fairly large number of items, some lines have charged rates as low as $6.50 
per ton, while handling costs alone in this trade are approximately $8.50 per 
ton.” (Emphasis added.) 

The conferences never “opened” rates on refrigerated cargo because Isbrandt 
sen did not carry that type of cargo. 








624 STEAMSHIP CONFERENCE STUDY 


The various actions of the conference in opening rates on commodities are set 
forth in the minutes of the Japan-Atlantic and Gulf Freight Conference between 
the dates of March 12, 1953, to September 16, 1953 (exhibit 69 in docket 730). 









MANY SHIPPERS WERE DISSATISFIED 


The hearings before the Examiner of the Federal Maritime Board, concerning 
this conference, were held in New York and Washington. Because the shippers 
were located in Japan, it was impossible to have any representative group of 
shipper testimony. The only shippers to be heard in the case were the few im- 
ported from Japan by the conference for this purpose, and even these procon- 
ference shippers did not give any unqualified endorsement of the dual-rate system. 
They were anxious to accept anything to end the rate war. 

Despite the difficulty in obtaining any real shipper testimony, it was dis- 
closed in the record before the Board that many shippers were dissatisfied with 
conference practices and rates. Such dissatisfaction was recognized in the 
report of the Board, where, on page 11 of the mimeographed report, it was found 
that, prior to the conference’s starting the rate war on March 12, 1953, “Various 
shippers (had) considered the general level of conference rates to have been too 
high * * *,” 

The Board further found on the same page that: ‘‘Additionally, shippers testi- 
fied to a lack of success until subsequent to March 1953, in their efforts to con- 
vince the conference to reduce the level of rates on various commodities.” 

An indication of the shippers’ attitudes toward the institution of the dual-rate 
system is contained in a letter from Mr. Ukichi Takezaki, of the Tokyo Sundry 
Goods Exporters Association, dated February 4, 19538. (Exhibit 52 in docket 
730.) In that letter, Mr. Takezaki complained about Isbrandtsen’s vessels, which 
he stated were “not of the finest,” a fact in itself which certainly would justify 
Isbrandtsen in charging a lower rate to obtain business. With respect to the | 
dual-rate system, however, Mr. Takezaki had the following to say on behalf 
of a large segment of the shipping public in that trade: “I wish to make it clear 
that my association, the Japan Pottery Exporters Association, the Japan Glass 
ware Exporters Association and the Japan General Merchandise Association will 
not only continue to protest the establishment of the dual contract system, but 
will also continue to press you (Isbrandtsen) for better vessels and service.” 










































SHIPPERS COMPLAINED TO THE CONFERENCE AFTER IT HAD INSTITUTED THE RATE WAR 


There was no doubt in the minds of shippers in Japan as to who had instituted 
the rate war. Many shippers complained to the conference and petitioned the | 
conference to stabilize rates. These shipper complaints denounced the sudden 
and precipitous action of the conference in opening rates “without so much as 
giving any convincing reason for the decision” (exhibit 114 in docket 730) ; 
about the failure of conference lines to honor shipper demands for meetings 
with the conference; and that “such a drastic step as open rate was finally 
decided upon one-sidedly” (exhibit 115 in docket 730, attached); about the 
failure of the conference to establish minimum rates as Isbrandtsen had done, 
and to meet with shippers (exhibit 116 docket 730, attached) ; about the failure 
of the conference to establish “low, reasonable and stabilized rates” (exhibit 
117 docket 730). These protests and many others represented practically all 
Japanes shippers (exhibits 27, 50, 57, 61, 85, 86, 113, 115, 116, 120, and 121, 
copies attached ; see especially exhibits 27, 57, 67, 108, 109, 110, 115, 116, 120.) 

A letter from the freight commission of Federation of All Japan Exporters 
Association to the conference, dated July 28, 1953, complained about the con- 
ference’s action in starting the rate war and observed that, “So far, ‘Isbrandt- 
sen’ have been showing their willingness to cooperate with us toward the 
stabilization of freight rates and we trust that they will continue their 
attitude.” (Exhibit 120 in docket 730, attached.) 

The situation is clear in the record, despite unsupported assertions by con- 
ference representatives at hearings before this committee, most of whom are 
unfamiliar with the situation, that the conference not only started the rate 
war. but the conference was entirely responsible for continuing it. 

The above facts were recognized in the report of the Federal Maritime Board, 
where, on page 13 of the mimeographed opinion, it is found that the rate war 
had been detrimental to the interests of shippers and detrimental to the com- 
merce of the United States as follows: ‘Many Japanese shippers have re- 
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quested the conference to close rates and to end the rate war. The resultant 
instability has affected the smooth flow of commerce between Japan and the 
United States; has raised a threat that customs duties in the United States 
might be increased; has affected the value of inventories of Japanese goods in 
the United States; has caused requests for postponement of shipments by f.0o.b. 
buyers in the United States, since such buyers assume the risk of fluctuating 
freight rates. Prices for the sale of Japanese goods are often fixed by the 
importers in the United States as much as 6 months in advance of their arrival 
in the United States.”’ 


ISBRANDTSEN ALONE ATTEMPTED TO STOP THE RATE WAR BY REFUSING TO CARRY 
CARGG AT LESS THAN COMPENSATORY RATES 


In its report, the Board has found that Isbrandtsen, soon after the rate war 
was started by the conference, attempted to apply minimum compensatory rates 
below which it would not go to carry cargo (pp. 12 and 13 of the Board’s 
mimeographed report). The Board also found that the conference refused 
Isbrandtsen’s public and unequivocal offer “to apply reasonable rates which 
might be set by the conference.” 

Isbrandtsen’s many public announcements concerning the rate war are all 
a matter of public record before the Board (exhibits 57, 62, 63, 127, 128, 129, and 
130). 

All of the above facts can be fully documented. None of the reckless state- 
ments by the conference representatives in this respect made to this committee 
can be supported. We have reproduced some of the exhibits from docket 730 
referred to above, all of which were admitted in evidence in that case, and 
all of which are on file as a part of the public record in that case, at the 
Federal Maritime Board. 

As to the lack of any “need” of the dual-rate system to prevent rate wars, 
see the attached editorial from the March 30, 1959, “Pacific Shipper” (pp. 25-26), 
the leading west coast shipping publication. 

Submitted by Joun J. O’CoNNor. 

APRIL 3, 1959. 


{Editorial from Pacific Shipper, March 30, 1959, pp. 25 
OVERTONNAGING THE PACIFI( 


Chreats from Japan to pour more tonnage into the Japanese-American trades 
" other countries continue to increase their services between these two area 
are now being heard in various quarters. 
The Japanese maintain that their Government has been restricting the num- 





ber of berth line runs allowable between that country and the United St: ; to 
i4 per month, but that many non-Japanese carriers, American as well as 
Kuropean, have been adding to their services and consequently making it igh 
for Nippon shipping to compete. 

“We have been dieting while others eat cake,” said one Japanese s resman 
“If competition grows worse, we will eat cal 

All this tends to bear out what we said in these columns a week ago about 
the danger of a rate war in the Pacific trades. At that time we were discussing 


the possibility of rate increases in the eastbound Japan-United States trades, 
which was brought up at the recent owners’ and principals’ meeting in Pebble 
Beach. 

It was expected that the Japanese in attendance might mention their un- 
happiness over the asserted overtonnaging of other nations on the Japan-United 
States services at the Pebble Beach conclave, but apparently this was not done. 
It may be concluded then that the Japanese threats to throw more berth liner 
sailings in these services are not to be taken too seriously at the moment, but 
that it would be folly to ignore the possibility. 

If ships of other nations continue to add to their Pacific services, or if the 
cargo situation grows worse, it is quite possible that Japan will take drastic 
action to maintain her position in this trade. Fortunately, the various steam- 
ship conferences concerned provide a mechanism for preventing a rate war in the 
Pacific, since the amount of nonconference competition in this ocean is not 
onerous today. The great controversy over the dual-rate question in recent years 
has tended to obscure the fact that berth-line operators are overwhelmingly 
conference members, and that no dual-rate system is needed to enforce law and 
order among such conference members if there is a real desire to cooperate 
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for the benefit of the industry and the shippers within the hearts of the con- 
ference carriers. 

The situation today is pregnant with trouble, though the lid is still on. The 
charter market is in an economic slough. Thanks to Suez-inspired buildings, 
the world’s sea lanes are overtonnaged. Business is off, and union-fertilized 
costs are ever increasing. Governments are more and more becoming the main 
support of steamship interests, not only in the United States, but in Europe 
and Japan as well. 

This means that many steamship lines of many countries, Japan included, 
could look forward to some national assistance if a rate war began, for no 
country could afford to see any significant portion of its merchant marine ruined 
by a rate war. 

It will be interesting to see how the conference system handles this problem. 

(The following exhibits are from Federal Maritime Board docket No. 730:) 





ExnuIsBIt 67 
JA & GFC MINUTES MEETING No. 58, Tokyo, OCTOBER 29, 1952 
3. MALPRACTICE 


In view of the present very unsatisfactory situation and the strong rumors 
and indications that some member lines are not adhering to tariff rates and 
regulations, it Was unanimously : 

“That the executive committee would draft a letter addressed to the Ministry 
of Transport with a view to bringing to their attention this unsatisfactory sit- 
uation which is creating instability in the trade. Furthermore, that should 
this condition not be rectified promptly it would probably lead to some member 
lines taking individual action to counteract this undesirable situation if the 
conference as a body is unable to persuade members to adhere to the conference 
tariff. If this unfortunate state of affairs is allowed to develop, further in- 
stability in the trade would naturally follow with no doubt a serious effect 
on the trade between Japan and the United States.” 


ExHIsitT 109 


MINISTRY OF TRANSPORTATION, 
Tokyo, Japan, November 18, 1952. 
Mr. R. WINTEMUTE, 
Secretary, Transpacific Freight Conference of Japan, 
Japan Atlantic Freight Conference. 

Dear Str: This is to acknowledge the receipt of your letter of November 5 ad- 
dressed to the Minister of Transportation. 

The matter referred to in the said letter is very important, and we are worried 
about it, also on our part. The Ministry of Transportation has immediately given 
a warning to each member line, paper inclosure, and intends to pay keen attention 
to the future of the circumstances, with deep concern. 

Sincerely yours, 
S. OEADA, 
Director, Maritime Transportation Bureau. 





Exuisir 110 


From: The Ministry of Transportation. 
To: (The name of the member lines of Trans-Pacific Freight Conference of 
Japan, Japan-Atlantic & Gulf Freight Conference). 


MAINTENANCE OF FAIR PRACTICES IN NORTH AMERICAN SERVICE 
The Trans-Pacific Freight Conference of Japan and the Japan-Atlantic & Gulf 


Freight Conference have submitted a letter as per enclosure, with reference to 
some member lines using unfair practices to secure cargo. 
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We have always been greatly interested in respecting the established customary 
practices in international shipping activities and in maintaining fair competition. 
For this purpose, as you are well familiar with, the marine transportation law has 
especially been passed, which you have been held responsible to comply with. 

If there should be some unfair practices being carried out, as referred to in the 
annexed copy of the above-mentioned letter, this will not only check the sound 
development of shipping industry, but will constitute an infringement upon the 
commercial morals required of shipping operators. Such unfair practices may, 
depending upon their nature, be punishable as a violation of the law. 

It is strongly called for that the respective member lines will pay more attention 
to their own practices. 

Yours sincerely, 
(Signed) TaTsoya USHIJIMA, 
Administrative Vice Minister. 
By order of the Minister of Transportation. 





OXHIBIT 115 


FOREIGN TRADE & TRANSPORT COUNCIL, 
Tokyo, March 26, 1958. 
The CHAIRMAN, 
TRANS-PACIFIC FREIGHT CONFERENCE OF JAPAN, 
Toyko. 

DeAR Sir: It was my great pleasure that I was given such a chance to inform 
your members of the traders’ opinion, as a representative of the traders’ com- 
mittee, at your yesterday’s meeting. Your request to attend there came to me 
so suddenly that I had no time to prepare a statement to your satisfaction. But 
I did my best to tell you very frankly though I was anxious that my wording 
might have seen sometimes not proper and gone too far, as I thought, the ques- 
tion being serious, it was better to speak frankly relating to the traders’ opinions 
and complaints than vague diplomatic wording. 

I am writing this confirmation of my statement as I promised you, to avoid 
any misunderstanding through my poor expression in English of such a delicate 
question. 

We are working under the following three principles: 

1. The world economy should be the cooperative free economy. 

2. The promotion of export must be considered on the increase of world 
consumption, not by the sacrifice of the import into the country’s home 
industry or the third country’s export. 

3. Steamship companies and traders have common interests, mutual 
prosperity. 

To my regret, it seems to me that the lack of good understanding between 
shipping companies and traders is generally giving the impression that their 
interests are contrary and some of the recent troubles were caused from such a 
lack of good understanding. We are therefore trying to have meetings with the 
parties concerned to promote our friendship and good understanding, because 
we believe that friendship and good understanding are the best policy for a 
prosperous trade. 

Our traders’ committee was very anxious when they learned by the paper 
that your conference was going to decide at your special meeting early in March 
to adopt an open rate system, suspending temporarily the present tariff rates, 
because such a step would have a serious effect upon our trade with America, 
and they asked you to have a discussion before your final decision. 

As the traders were anxious, when you decided to open the rates on the 10 
tariff items and put them into effect, the freight market immediately went down 
sharply and since then has been very wild and unstabilized. The traders are 
seriously suffering from this situation and have suffered losses by the stoppage 
of new trade offers and the requests of postponement of shipments of f.o.b. terms 
already contracted. 

The traders’ committee had several meetings since the open rate system was 
executed, inviting the representatives of friendly traders’ associations of Keihin 
and Kansai to study how to meet this situation. 
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The main complaints of the traders are as follows: 

1. We have supported the conference for the following reasons. 
(a) Frequent and sufficient services by good ships. 
(6) Stabilization of reasonable freight rates. 
(c) Same rates to all shippers. 

But now your conference has decided to abandon your fundamental principle ; 
i.e., stabilization of freight, which you insisted proudly and repeatedly and you 
seem now to be indifferent to the bad blow your decision caused the traders. 

2. The traders are able to understand very well’ your member lines’ present 
situation, and they have an idea of a reasonable measure to meet the situation. 
The traders’ committee in the past have asked you on numerous occasions, to have 
mneetings with them to discuss matters of mutual interest but the member lines 
never complied and such a drastic step as open rate was finally decided upon 
onesidedly. 

3. The traders are apprehensive and regretful that this open rate system may 
result in the self-destruction of conference itself. 

4. The traders are pleased by your secretary’s suggestion at our meeting of 
the 18th instance to organize a freight committee to cooperate together. But 
they are anxious that if any emergency step to stabilize freigh rates is taken, 
the freight committee cannot help the chaos of our trade, owing to the already 
disturbed freight. 

Under such circumstances, the traders have decided to take a stronger and 
effective step to protect their interests and the export trade of Japan in order 
to avert the risk of self-destruction of the conference, if you yourselves cannot 
take any step to check the present wild freight market soon. 

As an effective step, the traders’ committee decided to appeal to the FTC to 
issue an injunction against the open rate system of your conference until we 
find a proper measure to meet the situation through study by our freight com- 
mittee and your conference, aS we think this is the last step they can take for the 
above-mentioned purposes, one of which is to avert the risk of self-destruction 
of the conference, by the under-mentioned reasons : 

1. There is a suspicion that such an action by the conference, which inter- 
feres in our export trade through the unsettled wild freight market and whicl 
is unjustly discriminative to exporters in Japan as compared with their for- 
eign competitors who are enjoying stabilized freights to promote their export, 
may be contrary to acts of marine transportation law and No. 1 of the designa- 
tion of “unfair competition of marine transportation” by FTC. 


2. The explanations of the open rate system to the traders by your member 
lines were in conflict to each other, The traders believe that this fact may mean 
a legal flaw in the decision of the open rate system. 

(At the meeting of the 18th instance, we heard your secretary’s clear ex- 
planation which we informed immediately to friendly associations. ) 

3. If the freight should go down sharply, it may be construed as an unlawful 
dumping of our antitrust law, and the American Government may consider some 
retaliatory steps against dumping. 


j 
I g 
4. Regarding the Japan-Atlantie and Gulf Freight Conference, there is another 


question to study. The contract rate system of this conference became effective 
} , 


on January 23 last; by the request of Federal Maritime Board it was tempo- 
rarily suspended on January 26. Some traders had already signed the agree- 


ment with the conference. The validity of the signed agreement is rather com- 
plicated, and if it remains in force, the conference may be blamed for breach 
of azreement against the contracted shippers because an open rate system, in- 
cluding not only decline of freight but also increase of rate theoretically, may 
come under act 2 of the agreement and may be necessary to give at least 2 
months’ notice. 

I am happy to tell you clearly that the traders and our traders’ committee are 
very keen to support and cooperate with your conference’s fair operation as 
they know it is necessary to cooperate together for mutual prosperity. 

We believe that the actual trouble is caused mainly by the poor market of 
world trade owing to dollar shortage, and the best policy to meet the present 
situation is to study how to promote the world trade. Since last year, our 
council held several special meetings inviting the representatives of officials 
and private organizations of the foreign countries to discuss how to improve 
mutual trade and now is considering to have a meeting in the near future in- 
viting the officials of the American Embassy as it is very important and neces- 





) 
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sary to have the kind cooperation and support of America. I sincerely hope to 


obtain your member lines’ appreciation and support for such a meeting. 
Sincerely yours, 
T. Ircn, Secretary. 


EXHIBIT 116 


EMPIRE TRADING Co., LTD., 
Chuc-ku, Tokyo, Japan, April 17, 1953. 

R. S. WINTEMUTE, Esq., 
Secretary, Trans-Pacijic Freight Conference of Japan, Tokyo. 

DEAR Sir: I am sorry to be without any official written reply to my letter 
the 17th of March. 

I have to inform you that members of all associations are now preparing 
select their committee members whose function will be to discuss the matter 
future freight rates with members of the shipping conference. 


Kindly note that the members of all associations wish to reiterate the pro- 
posals contained in my previous letter and also to add to them as per details 


below : 
(a) That conference members cease the open-rate system at once. 


(b) That the conference members link their rates to those of the Isbrandtsen 


Line. 


(c) That the conference members immediately establish a minimum and maxi- 


mum freight quota for each carrier. 


(d) That conference members meet with shippers’ represetatives in all future 


discussions in respect to freight rates. 
Awaiting you kind reply. 
Yours faithfully, 
Tokyo SuNDREY Goops EXPORTERS ASSOCIATION, 
U. TAKEZAKI, Vice President. 





EXHIBIT 120 


j FREIGHT COMMISSION OF FEDERATION OF ALL JAPAN 
EXPORTERS ASSOCIATIONS, 
c/o JAPAN COTTON TEXTILE EXPORTERS ASSOCIATION, 
Tokyo, Japan, July 28, 1953. 
Mr. R. S. WINTEMUTE, 
Secretary, Trans-Pacific Freight Conference of Japan, 
The Japan Atlantic & Gulf Freight Conference, 
Fukoku, Building, Uchisalwai-cho, Chiyoda-ku, Tokyo. 


DEAR Sir: Referring to your letter dated June 22 and ours of June 9 we regret 
we are without your esteemed comments on our views expressed in our above 
mentioned letter and we now have the pleasure to submit herewith new prop- 
ositions on behalf of all Japan exporters associations. We shall greatly ap- 


preciate it if the matter engages your special attention. 


(1) If the immediate stabilization in the freight rate cannot be now secured 
we can only allow the present free state as it is, to continue for at least 3 months 
viz till October 31, after that all rates should be stabilized on fair and reason- 


able basis. 
(2) The level at which the rate should be stabilized after November 1 
required 30 percent less than the present conference rate. 


(3) Each exporters association according to various commodities shall study 
and recommend you, previous to November 1, some suggestive rates which they 
are considered fair and reasonable, no matter whether they are at present 
much 


“open” or “close’ for which your full considerations will be very 
appreciated. 


(4) So far, Isbrandtsen have been showing their willingness to cooperate 
with us towards the stabilization of freight rates and we trust that they will 


continue their attitude. 


We beg to ask you to submit the above points for consideration of the gen- 


eral meeting of conference to be convened on July 29. 
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As the matter is most important to all our exporters, we shall be greatly 
obliged if you will kindly favor us with your prompty reply. 
Yours faithfully, 
UKICHI TAKESAKI, 
Chairman of Frewht Commission of Federation of all Japan Exporters 
Associations. 


ExHIBIT 27 


FOREIGN TRADE AND TRANSPORT COUNCIL, 
Tokyo, July 25, 1953. 
The CHAIRMAN, 
The SECRETARY, 
The MEMBERS, 
Trans-Pacific Freight Conference of Japan, 
Japan Atlantic & Gulf Freight Conference Tokyo. 

DeEAR Sirs: We, the readers, are extremely disappointed in learning that your 
decision on the movement to stabilize the rates of the opened cargoes at your 
meeting of the 15th instance, has been postponed until the next meeting, in spite 
of our traders committee’s repeated desires and latest request of the Tariff Com- 
mittee of Federation of All Japan Exporters Association, to stabilize the rates 
at a reasonable level to promote our trade with the United States of America for 
the mutual prosperity of all concerned. 

According to the report published by the Ministry of Transportation in May, 
the volume of our foreign trade in 1952 is only 60 percent of the prewar level 
in 1940, and the ratio between our import and export is— 


Import Export 
| 


I a Nt gad san woe cewewelebantuads 
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Therefore, it is deemed necessary to double our export at least, for the main- 
tenance of our national livelihood and our economic independence. But nearly 
all the countries except U.S.A. are suffering from the shortage of dollars and 
are compelled to cut their imports to equilibrate their international balance and, 
therefore, the promotion of our trade with U.S.A. is very necessary and impor- 
tant to the Japanese nation. This accounts for our earnest desire for stabiliza- 
tion of reasonable freight rates by both your conferences. 

We are satisfied with the fact that Isbrandtsen Co. has recently declared 
more than once that they are ready to take steps toward the stabilization of 
freight rates desired by all interested to promote sound and prosperous trade 
with U.S.A. Also, they repeated the same principle in their latest letter ad- 
dressed to the Ministry of Transportation. Should Isbrandtsen Co. fail to keep 
their commitment without giving any good reason, we cannot but accuse them 
as a troublemaker in our important trade with U.S.A. 

For the purpose of remedying the so-called malpractices, which have often 
been discussed, we are ready to organize a Fair Shipping Practice Committee 
by our council’s sponsorship as per the memorandum attached. 

Thus, the fundamental arrangements for the stabilization of freight rates 
have been made and we are fully confident that you will be sincere enough to 
cooperate with the Japanese in this respect. We firmly believe that the trouble 
of the two conferences will be finally settled by the increase in volume of trade. 

The decision of freight stabilization at your meeting next week will be the 
best chance for promoting of sound trade relations between the two countries 
and we, the traders, shall keep in mind the names of the members’ lines which 
have cooperated with us when we are making sincere efforts to maintain our 
national living through prosperous trade. 

Yours very truly, 
FOREIGN TRADE AND TRANSPORT COUNCIL. 
T. Iron, Secretary. 

P.S.—This letter is based upon the request of the majority of the traders 
present at the meeting on July 22, inviting leading nonmember traders and a 
representative of the tariff committee. 
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Since there is at present a forward booking system for a 60-day period, some 
of the traders have made the following proposal which they hope will work out 
successfully and satisfactorily to all concerned: “Immediately to stabilize the 
freight at about 70 percent level of preopened tariff on and after October 1 and 
publish a notice to this effect.” 

Under the present important and delicate circumstances, a regular press 
release of the results of your meetings will be appreciated to avoid any mis- 
leading informations which may cause some unexpected trouble and confusions 
to the traders. 


EXHIBIT 57 


STATEMENT OF THE Kose FOREIGN TRADE ASSOCIATION, INC., REGARDING THE OPEN 
SYSTEM OF FREIGHT RATES ON 10 ITEMS BY THE PACIFIC AND THE ATLANTIC 
SHIPPING LINES 


The Trans-Pacific Conference of Japan and the Japan Atlantic and Gulf 
Conference suddenly made change in their freight tariffs so that open system 
might be adopted for 10 items designated by them one-sidedly and without 
showing any reason. It is needless to say that consequent upon this measure, 
rates for the said two shipping lines going from Japan should be lowered which 
we, shippers, have wanted is the very thing that should be welcome, but on 
the other hand, this open system will give rise to undue competition in freight 
rates and cause instability of the prices of commodities under the said 10 items. 
We therefore deem it inevitable that the resulting state of things will be 
harmful to the proper conduct of business transactions. 

This problem will also affect other shipping lines emanating from Japan. 
We have already had bitter experience with the reckless competition of rates 
on the Indonesian lines and we therefore are now very anxious lest the same 
thing should happen again in the case of the two shipping lines under review. 

Due consideration is made by us of the matter in order to avoid under any 
circumstances unlawful freight competition among the members of the confer- 
ence or between them and nonconference lines, and in cooperation with the 
group of shippers concerned, we may even go to the taking of such a measure 
as rejecting the use of those vessels whose owners would induce the insidious 
competition. As we are very earnestly desirous of not bringing about the 
worst state as just mentioned we sincerely want the reconsideration and the 
earnest steps taken by the said two conferences and the participating shipping 
companies, so that fair and appropriate new freight rates shall be fixed at 
the earliest possible date. 

We have to express our deep regret, if, at this very time when the American 
and Japanese trade and navigation treaty is going to be concluded very shortly, 
and when as the result of this agreement, further increase of internation 
trade between the two countries is being expected, the aforesaid measure which 
satisfies its authors only is taken on the freight rates which constitute one of 
the most important factors of business, transaction, thus causing disadvantage 
to the traders concerned in the two countries and affecting unfavorably the 
trade between the said countries also interfering with the development of 
shipping trade of Japan which is on the way to recovery following the end of 
the war, all destined to bring on the nation. Inasmuch as we are very desirous 
of the promotion of trade between the United States and Japan we hereby 
make public the present statement. 

Dated March 24, 1953. 


Mr. Garmatz. I would suggest, if you want any more time, that you 
consult with Chairman Bonner to have you back here as a witness 
again. 

“Mr. Ray. Mr. Chairman, may I ask the witness a question ? 

Mr. GarMatz. Yes. 

Mr. Ray. Is there other material that you want to submit for the 
record, Mr. O’Connor ? 

Mr. O'Connor. I may likely. I am working on some other material 
which may be informative to the committee. 
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Most of this is not really argumentative on our side. It just gives 
background. 

Mr. Ray. How soon could those be ready ? 

Mr. O’Connor. By the middle of next week, I think. 

Mr. Ray. Mr. Chairman, I suggest that the witness be permitted to 
submit to counsel for the committee any further memoranda which 
he may have ready by next Wednesday. 

Mr. Garmatz. There is no objection to that. 

Can we have it by next Wednesday so that we can compile the whole 
thing and so that the members may get a report of this entire hearing? 

Mr. O’Connor. There is another request I would like to make, as 
to when these hearings are printed. 

Mr. Garmatz. You are running on my time. I have some appoint- 
ments at 12 o'clock. 

We will adjourn the meeting and, if you care for more time, I suggest 
that you consult with Chairman Bonner and I am sure it will be up to 
him to decide. 

Mr. O’Connor. Thank you very much for your forbearance. 

Mr. Garmatz. The committee is adjourned. 

(Whereupon, at 12 noon, the subcommittee adjourned, subject to the 
call of the Chair.) 


(Extended testimony of John J. O’Connor of April 28, 1959 
follows :) 

Mr. O'Connor. Because time granted to me on April 16, 1959, 
though very liberal, did not permit me to complete my presentation, 
I now add this testimony, to be included in any questioning of me, as 
proposed. 

The Supreme Court affirmed the decision of the U.S. Court of 
Appeals which held the exclusive patronage contract/noncontract dual 
rate system illegal per se. 

No “chaos” resulted or could result from that final decision rendered 
after 10 years of continuous litigation in the courts and before the 
Federal M: aritime authorities. 

The rates in the Japan-Atlantic and gulf trade, the case before the 
Supreme Court, were raised to about 70 percent of what they were 
before the rate war, which the conference started, on March 13, 1953, 
and became satisfactorily compensatory and stable and remain so de- 
spite the lack of any du: il rate system. 

For years no responsible conference lawyer would advise his clients 
that there was no possibility of such a decision. In fact, for years, 
conference lawyers had conferred in reference of legislation to meet 
just such an anticipated decision. 

That the real purpose and result of the dual rate system was aimed 
at, independent competition was never concealed. 


THE DUAL RATE SYSTEM ADMITTEDLY DESTROYS ALL INDEPENDENT 
COMPETITION 


The Board’s own counsel made the following statement to the stat- 
utory district court in /sbrandtsen Company v. United States, 96 F. 
Supp. 883 (S.D.N.Y., 1951) which was quoted by the court: 


That the purpose of the dual-rate provisions was, if possible, to bring about a 
condition in which an independent carrier (such as petitioner, Isbrandtsen) 
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could be compelled (through loss or threatened loss of profits) either to join the 
conference or go out of business. 

* * * [I]f a contract system is wholly effective it will result in a complete 
monopoly. * * * Necessarily, in these circumstances, there would be no service 
by independent operators. 

The Board’s Chairman, Mr. Morse, states in an opinion in docket 
743 in 1955: 

In considering an application to institute a dual-rate system in any trade, 
we must recognize the immediate purpose of the system, simply stated, to be the 
elimination of nonconference competition, as such * * * 

Again in these hearings Mr. Morse repeated his understanding of 
the intent and effect of the dual rate system, as follows : 

My personal view is that the ultimate intent and purpose of a dual-rate sys- 
tem is to obtain all or substantially all of the cargoes moving the conference 
earriers (p.115). Of course, that’s monopoly. 

| The Maritime authorities have held that controlling even 80 
percent of the cargo constituted a monopoly. In antitrust cases the 
Supreme Court has held that 50 percent control could tend to be a 
monopoly. | 

Continuing, Chairman Morse testified : 

My personal philosophy is that the purpose and intent of a dual rate contract 
is to garner all shipments of every character by the conference lines. 

I personally feel and believe that the purpose and intent of a dual rate system 
is to drive out nonconference competition. That is my personal view. 

Mr. Ray. That purpose is to eliminate competition. 

Mr. Morse. That is my personal view, to the extent that the dual rate system 
is successful, if it is 100 percent successful, I think that will be the ultimate 
result (p.117). 

Mr. Ray. You wish to be limited so that you cannot sanction anything that 
would have the effect of destroying competition ? 

Mr. Morse. That has been the effect of several of the Board’s decisions in 
these dual rate cases. They have approved a dual rate contract where the 
effect was not to substantially destroy competition and have disapproved a 
dual rate contract in the Trans-Pacific Freight Conference case (docket 743) 
where the conference carriers would have carried between 95 and 97 percent 
of the cargo (p.115). 

Now under the Supreme Court decision much less than “substan- 
tially” is illegal. 

The chairman of the Pacific Coast European Conference testified 
before the Board that the purpose of the system was to “eliminate” 
independent competition. 

Unless, therefore, you really intend to attempt to enact legislation 
to destroy all independent competition, you should do, as Assistant 
Attorney General Bicks recommended to you, allow the impact of 
the Supreme Court decision to operate. That conclusion on your 
part would call for the repeal of the moratorium legislation of 1958 
Public Law 85-626. 

All conference lines are common carriers. Contract carriers or 
tramps cannot form or join conferences. These operators enter the 
common carrier field, by their own choice and subject themselves to 
all the responsibilities of common carriers, long established by world- 
wide customs and laws. The most fundamental obligation on them 
is to charge all shippers the very same rate for the same transportation 
service. The Federal Maritime Board has never varied from its 
holdings that two different rates could not be charged for the same 
commodity on the one ship. They have never pointed out how and 
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why this fundamental and elementary holding could be varied by 
reason of one of the shippers having entered into an exclusive 
patronage contract. 

In dockets now before the Board, No. 726, and so forth, yet to be 
decided, the Board is faced with pr de cae on the same ship, cotton 
was carried out of the gulf at three different rates—due to ramifica- 
tions of this dual rate—two rate system. No one has been able to deny 
that the situation was laughable. 


WHY THE SYSTEM SUCCEEDS AS A RESTRAINT 


We have filed a memorandum showing the various spreads from 
10 percent up—20 percent and 30 percent being the most used—and 
from $2.50 a ton to $20 a ton. It must always be borne in mind 
that the larger the spread—the higher the noncontract rate—the 
greater is the economic coercion on the shipper to sign the conference 
exclusive patronage contract, with the result that, as the conference 
representatives boast, there are practically no shippers who pay the 
noncontract rate. It isa paper rate. 

The shippers who do not sign depend on independent. nonconference 
carriers to transport their goods, provided they can find any such 
which serve their ports of loading and discharge and have any par- 
ticular facility, like refrigerator space which they may require, and 
have the frequency of sailings which the shipper needs. 

Take the case which went to the Supreme Court, the trade from 
the Far East to the gulf and the North Atlantic. In that trade there 
were nine Japanese lines, four other foreign lines, and five United 
States-flag lines, only two of which were active. Isbrandtsen was 
the only independent, and it sailed regularly every 2 weeks to San 
Francisco and Los Angeles and to the North Atlantic, but it did not 
serve the gulf. 

Any large shipper from the Far East requiring more than two sail- 
ings a month (and most of the large shippers needed more than two 
sailing per month—some needed a sailing nearly every day) or any 
shipper requiring service to U.S. gulf ports would be compelled to 
sign exclusive-patronage contracts with the conference. The confer- 
ence lines offered 24 sailings per month as against 2 by Isbrandtsen 
and some conference lines served gulf ports which Isbrandtsen did 
not serve. Nor did Isbrandtsen serve Portland and Seattle. The 
overall frequency of conference sailings was given by Kodak and 
Du Pont, for instance, as a reason they patronized only conference 
lines, even in trades where no dual rate system was used. 

If the shipper from the Far East desired to ship to Portland or 
Seattle or to the gulf, he was compelled to sign up, however reluctant 
he might be, because Isbrandtsen did not serve these ports. 

If the shipper needed certain special services such as refrigerated 
space, like Kodak, or silk rooms, he could not use Isbrandtsen, which 
company like many operators did not provide such facilities. 

At first blush, one might say, “Well, that’s Isbrandtsen’s fault. It 
should render all of the services required.” Such a defense has never 
been accepted in any court in this country in any prosecution of a 
monopoly. A monopoly always boasts what complete and wonderful 
service it renders. Remember every conference line does not have 
25 sailings a month, or serve every port, or have all the special facil- 
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ities. It is only by their combination that they can create the power 
to eliminate the smaller unit, the independent operator. If you really 
want these conference lines, overwhelmingly controlled by foreign 
lines, to accomplish that result, you may seriously consider legalizing 
the dual-rate system and driving all independent, including the Amer- 
ican Isbrandtsen and other U.S. lines, off the seas. 

By condemning all rebates, the Alexander committee (see our memo- 

randum submitted) never intended to permit such a monopolistic 
reat in this country. 

During these hearings frequent references have been made to the 
form of “shippers contr: acts—they are all substantially the same in 
form. You will find at pages 59, et cetera, of the printed hearings 
of last year, three forms which I submitted. From them you will find 
that the conference, or the conference signer, or the conference lines, 
agree to nothing. It is an unilateral contract—full of in terrorem 
clauses against the shipper, like the charging of the impossible higher 
contract rate, if he does not stay in line, and a fine of from 50 to 200 
percent of freight he would have paid some conference line (unidenti- 
tied) if he uses an independent instead of a conference line. 

One of the most amusing jokes in these contracts is the gratuitous 
treatment of the shipper if the conference lines canot meet his need 
for a sailing. Big heartedly, they permit him, after due notice and 
a waiting period, ‘usually 15 days, to go ahead and use an independ- 
ent—just this once. Those waiting periods usually add up to about 
18 days or more. Some shippers “need a sailing almost every day. 
Few regular shippers can get along without at least one sailing every 
2 weeks, 

Always remember that the only consideration moving from the con- 
tractor signer to the conference, to obtain the lower contract rate, the 
only one whie h will enable him to do business, is the shipper’s agree- 
ment to give his exclusive patronage to the conference lines, and also 
to join w vith them—you have heard shippers say they “joined the con- 
ference”—in boycotting all nonconference lines, with the inevitable 
result that those boycotted will not survive. 

The words “monopoly,” “cartel,” and “boycott” are not necessarily 
dirty words—they run through court decisions in these matters. Per- 
sonally, to an O'Connor, “boycott” isa dirty word. It is derived from 
the name of one English Captain Boycott who collected rents for 
English absentee landlords from Irish tenants, who were not permitted 
to own even enough land to stand on, many of my ancestors, and 
was so vicious that his coming was greeted with the hurling of stones 
and the brandishing of shillelaghs. 

This cartel system is not used by the five passenger conferences, or 
by contract carriers or by tankers, or bulk or tramp oper ators, al] 
important parts, and in fact the most import: int segments of our 
American merchant marine. It contributes nothing tow: sls per naa: 
ing an American merchant marine, which is the basic policy reiterated 
in all of our shipping acts. 

For instance, in the Merchant Marine Act of 1920, we find the 
following: 

| DECLARATION OF POLICY 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is necessary for the national defense 


and for the growth of its foreign and domestic commerce that the United States 
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shall have a merchant marine of the best equipped and most suitable types of 
vessels sufficient to carry the greater portion of its commerce and serve as a 
naval or military auxiliary in time of war or national emergency, ultimately to 
be owned and operated privately by citizens of the United States, and it is hereby 
declared to be the policy of the United States to do whatever may be necessary 
to develop and encourage the maintenance of such a merchant marine, and, in so 
far as may not be inconsistent with the express provisions of this act, the 
Untied States Shipping Board shall, in the disposition of vessels and shipping 
property as hereinafter provided, in the making of rules and regulations, and 
in the administration of the shipping laws, keep always in view this purpos 
and object as the primary end to be obtained. [Emphasis added.] 


In the Merchant Marine Act of 1936, the last subsidy act, we read: 
TITLE 1—DECLARATION OF POLICY 


It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine (a) suf- 
ficient to carry its domestic water-borne commerce and a substantial portion of 
the water-borne export and import foreign commerce of the United States and to 
provide shipping service on all routes essential for maintaining the flow of such 
domestic and foreign water-borne commerce at all times, (b) capable of serving 
as a naval and military auxiliary in time of war or national emergency, (c) 
owned and operated under the United States flag by citizens of the United States 
insofar as may be practicable, and (d) composed of the best-equipped, safest, and 
most suitable types of vessels, constructed in the United States and manned with 
a trained and efficient citizen personnel. It is hereby declared to be the policy 
of the United States to foster the development and encourage the maintenance 
of such a merchant marine, [Emphasis supplied. ] 

Tt is recently thought that the chief need now for a U.S. merchant 
marine is a military “need, to serve as auxiliaries to our slo How 
long even that need will really continue becomes more problematical. 

How me: igerly this reiterated national policy has been ac¢ cien 
is witnessed by the fact that as of April 1, 1959, we have 601 U.S.-flag 
ships operating as freighters, of which 285 are owned by the 15 pres- 
ently subsidized ———— or an average of 19 ships each. 

The same April 1, 1959, release from the F eder al Maritime Board 
shows that of the total of 926 ships in operation by private operators 
and by the Government (27) the balance after the 601 freighters ac- 
counts for 34 combination passenger-cargo ships and 291 tankers. 

On all the ships the crews totaled about 50,000 persons; longshore 
employment, 72,500; shipbuilding, about 53,000. 

Of the total of 122,500 persons employed as crews and longshore- 
men, less than two-thirds of them could be employed on freighters 
(if we include tramps) to which dual-rate systems might possibly be 
applied, or about 81,000 persons—not a very big percentage of our 
total of 65 million people employed. 


ISBRANDTSEN’S RATES HAVE BEEN STABLE AND ITS SERVICES REGULAR 


Any misconception that Isbrandtsen is any fly-by-night operator 
with merely desk _ e or a telephone booth in New Yor! k, is readily 
dissipated by the facts that their main offices in New York occupy 
nearly two floors, with about 300 shoreside employees, and with 
agencies all over the world. 

“The Federal Maritime Board has found Isbrandtsen to be an exist- 
ing U.S.-flag operator on its eastbound round-the-world service 
within the meaning of section 605(c) of the Merchant Marine Act of 
1936. Similarly, the Board’s examiner in the proceeding involving 
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Isbrandtsen’s application for operating subsidy on that service made 
the following findings concerning Is brandtsen’s operation : 

For the solicitation and handling of cargoes, Isbrandtsen has agencies in ap- 
proximately 20 cities in the United States’ and in 65 foreign ports. Sailing 
schedules are published in trade papers and mailed each month to these agents 
and to about 18,000 exporters, importers, freight forwarders, and brokers. 
Advertised sailings in this service averaged 23.7 per year, with 20 in 1951; 25 in 
1952; 26 in 1958; 24 in 1954; and 23 in 1955, * * * (p. 4 of the recommended 


> 


decision of Examiner C. B. Gray in docket 5-60, served on October 31, 1957). 


This is only one of the several services, moreover, that Isbrandtsen 
operates. 

Isbrandtsen owns about 17 U.S.-flag ships, practically all bought 
from the war surplus fleet and for the stated purpose of use in the 
particular trades out of which the foreign cartellists would now drive 
them. ‘The company now has active plans for replacing these war- 
built vessels within the next few years with new, larger, and faster 
vessels to be constructed in American shipyards and to be operated 
under U.S. flag and registry, with American crews, which of course 
it now employs. Even these foreign conference lines use to a great 
extent, in competition with Isbrandtsen, the very same U.S. war sur- 
plus ships, bought for one-third their foreign cost of building. 
Foreigners bought about 1,200 of those ships, a larger number than 
sold to American operators. Furthermore, our former enemies, Ger- 
many, Japan, Italy, et cetera, received our financial aid to rebuild 
their merchant fleets—now aimed at again driving us off the seas. 
What was it P. T. Barnum said about “one born every minute”? The 
United States is sure “one.’ 

I am not unaware of the biblical admonition to “Forgive thine 
enemies,” but I recall none calling upon me to forget as well as forgive. 

In addition to owned ships, Isbrandtsen charters many more U.S.- 
flag ships, so it is not any smaller than even most of the biggest U. 
flag lines. 

As to how our country progressed toward our repeated policy of 
aiming to carry at least 50 percent of the commerce of the United 
States, is sadly shown by the following figures compiled by the De- 
partment of Commerce for the year 1! IST: 

Of the carryings, in millions of long tons (2,240 pounds) of dry 
cargo: 

Liner cargo: 

Export: 
USS. flag, 10.9. 
Foreign flag, 11.8 
Import: 
USS. flag, 6.6. 
Foreign flag, 10.9 
Irregular carryings: 
USS. flag, 6.6. 
Foreign flag, 10.9. 
Imports: 
USS. flag, 6.6. 
Foreign flag, 10.9. 

Tramp operations: 

U.S. flag, 10.1. 
Foreign flag, 10.9. 
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Incidentally the nomenclature “tramp” carries no derogatory 
meaning. “Tramps” carry most of the cargo and are indispensable 
to the ocean commerce of the world. 

As reported in the New York Journal of Commerce of April 20, 
1959, Mr. Ralph E. Casey, former counsel to this committee and 
now president of the American Merchant Marine Institute, a domi- 
nating organization now lobbying for the legalization of dual rates, 
but, in fact, fronting for foreign lines [it should be called the For- 
eign Merchant Marine Institute], i is reported as having stated: 

The percentage of American foreign trade cargoes carried in American-flag 
ships has declined steadily over the postwar years from a high of 68 percent in 
1946 to a low of 14 percent in 1958. 

Chairman Morse of the Federal Maritime Board recently stated 
that in the first 8 months of 1958, U.S.-flag ships carried a less per- 
centage of the total oceanborne foreign trade in the last 37 years. 

What basis is there, therefore, for any of these claims that dual 

‘ates or even the conference system, contribute toward the promotion 
of an American merchant marine. The opposite is true. The for- 
eign merchant marines are advanced. All foreign lines get at least 
double the amount of freight they need to assure a reasonable profit. 

Two dual rate witnesses, Messrs. Cocke, chairman of the committee 
promoting dual-rate legislation and Mr. Dennean, chairman of sev- 
eral powerful conferences, have stated in effect, “Isbrandtsen wants 
the conference system.” There is no basis, whatsoever, for any such 
statement. Isbrandtsen has been busy, for over 10 years, directing 
its attack against the dual-rate practice indulged in by some con- 
ferences. 

Some member of the committee suggested that in order to retire 
from a conference, a member line would have to give a considerable 
notice. I know of no such requirements. Lines, foreign, and some- 
times American, come and go as members of conferences, regardless 
of any need or concern of shippers and have stated whether or not 
they continue to serve a trade is entirely their own business. The 
shippers are given no assurance the conference lines will stay in that 
trade or in business. The shippers, however, are often bound in- 
terminably, except for the privilege of cancellation of their contract— 
but only on 3 months or more notice. 

In answer to the helpless attitude many dual raters take toward our 
Government being able to do anything to protect our people against 
foreign controlled steamship cartels, and their commendations of the 
unselfish attitude of foreign lines, we submit the following: 


ANALYSIS OF CONSTRUCTION AND OPERATING SUBSIDIES UNDER MERCHANT MARINI 
Act, 1936, AS AMENDED 


(H) FOREIGN DISCRIMINATIONS. It is no secret that foreign governments use 
their merchant marines as instruments of national policy. By every means at 
their command, they foster the building and employment of their own ships. 
To the extent that this is normal and fair competition, no objection can be 
taken But discriminations do exist. These take the form of controlled rout- 
ings of cargo, currency restrictions, port pirferences, discriminatory charges, 
and other devices to compel carriage of both import and export cargoes in their 
national vessels. 

“What Is the Score on American Shipping,’ 19538, pp. 6—7 : Maritime Commission report 
as of Dee. $1, 1951; and Maritime Administration charts Nos. 24 and 25, submitted July 3, 


1953, to Senator Potter's subcommittee, 
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Right now Denmark, Japan, and other foreign countries are offi- 
c ‘ially protesting our granting of ship subsidies. 


SUPERCONFERENCES 


The compactness of all these 118 freight conferences is illustrated 
by the following, covering the trades in practically every one of our 
34 U.S. officially designated trade routes. 

Twenty-six of the conferences are also members of superconfer- 
ences—conferences of conferences, comprised of from two to six mem- 
ber conferences—it is not clear what. legal authority exists for the 
approval of these superconferences. 

All 118 conferences are represented by a total of 56 persons, acting 
as chairman or secretary of particular conferences. 

One person represents 15 conferences, 11 conferences, 8, 7, and 6. 
Those 5 persons represent 47 conferences or over 41 percent of all 118. 

Thirty-seven, or 33 percent, of those 118 conferences have their 
offices where rates are made, complaints filed, and arbitrations con- 
ducted in 16 foreign countries: 


England Italy France 
Indonesia Canal Zone Ceylon 
Holland Norway Siam 
Japan Philippines Sweden 
Hongkong Belgium 

Singapore Spain 


Those 37 conferences, remember, are organized under the Federal 
Maritime Board and enjoy immunity from our U.S. antitrust laws. 
Yet they insist that— ; 

1. They can’t be sued, because they are involuntary associations. 
That never deterred me. 

They also insist—mark you—that any U.S. judicial process 
¢ annot reach them, because of the foreign domicile- 
for a chance to test that wild claim. 

The domination of the foreign lines in practically all these 118 con- 
ferences is enhanced by the fact that many of the 341 foreign lines 
are made up of several— sometimes as many as 15—separate shipping 
companies, often of different flags, as many as 4, in the same joint 
service. Among the 41 American lines only 1 of them is comprised 
of more than one company- Just 2 « ‘om pi anies. 


-I’ve been waiting 


F.0O.B. SHIPMENTS 


From time immemorial shipments made on a free on board (f.o.b.) 
or free alongside ship (f.a.s.) basis have been interpreted, all round 
the world, by all shipping groups, even those supporting the dual-rate 
system, to have the effect of passing title to the cargo as soon as the 
“oods are on the ship or alongside it, thus giving the buyer or receiver 
control over the transportation, including the right to designate the 
carrier, even though the seller of the goods has signed up to use only 
conference lines. Such f.o.b. sales so predominate today, that the 
conferences have edged up, to grab them, to such an extent that they 
now threaten the contract signing seller with cniealinn his exclusive 
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contract and fining him, if he even sells on an f.o.b. basis and permits 
the buyer to select a nonconference line to carry the goods. That e 
ratical audac ity—someone has suggested that most of these cartellis 
should be flying the * ‘Jolly Roger’—has stirred even the Board to 
pronounce a W eak “halt” to this grabbing for f.o.b. shipments. 

As to how eee conference members undeniably practice rebate 


kickbacks, and so forth, please read our filed memorandum on “Rat @ 
Wars.” 


COMPLAINTS AGAINST THE DUAL RATE SYSTEM BY MR. COCKE FOR LYKES 


Through questions by the commuttee’s counsel, Mr. Cowen, an amus- 
ine “Janus” attitude toward dual rates was laid bare. During Mr. 
Cocke’s testimony his attention was called to a matter disclosed by me 
last year (p. 0 of 1958 hearings), that the Lykes Steamship Co., of 
which Mr. Cocke is a vice president, in 1947 brought four proceed- 
ings before the Maritime Board against four conferences, complaining 
against the dual-rate systems used by those conferences, in much 
stronger terms than Isbrandtsen has ever used and praying that the 
Board “condemn” such illegal “conspiracy” and “eombination” and 
order the conferences to “cease using” such dual rates, 

All those complaints were sworn to by Mr. Cocke and filed by Lykes’ 
counsel, who for years had been general counsel to the Federal Mari- 
time Board. It is amusing to hear Mr. Cocke testify that his lawyer 
was solely responsible for the language used. Mr. Cocke has long 
been a duly certified practitioner before the Board and has repre 
sented many lines, mostly foreign, in hearings. From his frequency 
in testifying, he might also be called a professional witness. 

There have been other instances where equally strong protests have 
been filed against dual rates, but the complainer has subsided, after 
being admitted to membership in the dastard conference and permit- 
ted to share in the loot. 

sefore the Supreme Court, and elsewhere, I have drawn upon the 
analogy of “Ali Baba and the Forty Thieves.” Ali could have sooner 
saved further trouble by joining up and making the 41st. 


THERE IS NO ANALOGY TO THIS SYSTEM IN DOMESTIC TRANSPORTATION 


The two different rates charged by railroads and surface carriers, 
referred to by Mr. Staley, of Quaker Oats and the U.S. Chamber of 
Commerce, in his testimony deme this committee, have no relation, 
whatsoever, to the exclusive patronage dual-rate contract/noncontract 
system used in ocean transportation. Railroads do charge two differ 
ent rates in some instances, but not where there is no difference in the 
cost or value of the services involved, and not where the shipments 
and shippers are identically situated. No case under our system of 
transportation law, nor any statute, has ever sanctioned such a prac- 
tice. 

Railroads charge two different rates for carload and less-than-car- 
load shipments, as do truckers for full truckload lots and less-than- 
full truckload lots. This practice does not involve any exclusive 
patronage, as, of course, is also true in other similar circumstances, 
such as commuters’ tickets. 
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Surface carriers can also enter into “requirements contracts,” where 
a difference in rates is allowed because of a difference in the “cost” o1 
“value” of the services involved. Such contracts were discussed by 
the Supreme Court and the Court of Appeals in the /sbrandtsen case, 
and it was specifically pointed out that these exclusive-patronage con- 
tracts, of the type now before this committee, are not “requirements 
contracts.” The dual rate situations referred to by Mr. Staley, such 
as domestic lumber and cotton movements, were all situations involv- 
ing valid “requirements contracts.” Otherwise, the two rates were 

sed illegally. 

Different rates are charged in ocean transportation for services 
identical in every respect, with a tying arrangement to boot. 


SHIPPERS CHIEFLY CONCERNED 


The number of carriers is infinitesimal compared with the countless 
thousands of shippers—importers and exporters—and the millions of 
consumers who, in the last analysis, pay the freight. It was those 
people, who were the first concern of the Alexander C ommittee, but 
lost sight of since. As that Committee, as well as the English Investi- 
gating Committee, specifically found, shippers were intimidated into 
not testifying against conference practices, for fear of retaliation— 
specifically made a er ime, in the 1916 act. 

Some have testified that they understood they must sign an ex- 
clusive contract in order to get their goods carried. 

More so, today, are they afraid of testifying against conferences— 
witness the failure of several witnesses scheduled to appear at the 
New York hearings—the same will be true in Raleigh and elsewhere. 
The agriculture group witness, Mr. Triggs, testified that three repre- 

sentatives of the committee, now lobbying for dual rate legalizing 
legislation waited on him recently—whereupon he very noticeably 
backed down from the testimony he gave under oath, before the Board, 
in docket No. 725, as to his own views and that of the million or more 
farm families which are members of his farm organization. 

Likewise with the huge National Farmers Union, which was named 
among practically all the farm organizations in opposition to dual 

“ates “(Federal Maritime Board docket 725). In an April 16, 1959, 
issue of a publication called Local 88 Bulletin (Master, Mates & Pilots 
te on page 8, is a report of a convention, at Springfield, 
Ill., of the National Farmers Union, at which “representatives of the 
Labor Management Maritime Committee attended the convention”— 
“co-directors” of that committee, in reference to “stable services 
and rates through the steamship conferences.” 

We understand that said Labor Management Maritime Committee 
is a creature of some big subsidized steamship companies, and sup- 
ported by them, and that the two codirectors who sat down with the 
farmers were employees of that committee, Messrs. Clark and 
Flounder. 

Over the years Isbrandtsen has made little effort to persuade ship- 
pers to jeopardize the carriage of their cargo by testifying against 
the dual-rate system. The conferences harp that “all the shippers 
loved the system’’—we consistently took the position that, whether 
they loved it or not made no difference, if the system was illegal 
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under our existing laws, as it has now been held by our highest Court, 
that is now the law of the land. 

Now that its continuance has been finally declared illegal we, again, 
state that emphasis should not be laid on testimony of shippers: 
especially the big ones, who, naturally, are combination and monopoly 
minded—as weighed against its monopolistic result to our independ- 
ent operators, the interests of our consumers and our commerce, and 
our fundamental traditions of free enterprise, open competition, and 
freedom of action. The system overwhelmingly enures to the benefit 
of foreign lines and nothing American. 

Practically the same steamship representatives are appearing at 
these hearings as appeared in 1958, when they also addressed the 
committee, supporting what became Public Law 85-626. At that 
time (p. 269 of the 1958 hearings), I pointed out that their represen- 
tation was 14 American lines to 31 foreign lines; 15 American to 
127 foreign; 27 American to 115 foreign; 7 to 14; 28 to 41; 5 to 13; 
11 to 20; 7 to 12. Those very same groups are now the most impor- 
tant ones behind this proposed legislation, Their conference chair- 
man and lawyers are present at practically every meeting—more of 
them are scheduled to testify at Raleigh and undoubtedly at New 
Orleans and San Francisco—strangely, in advance of the meetings 
to be held in their own areas. 

Much of that testimony is and will be cumulative and repetitive— 
coming from the same old groups of dual raters—a fabricated tidal 
wave to sink Isbrandtsen and all who dare think likewise. 

The “Congressional Information Bureau” in reporting about the 
creation of the American Steamship Committee was lobbying for 
legislation, and which sent broadcast the robins-egg-blue brochure, 
stated that conference representation on the committee was parceled 
out among the chairmen of certain conference groups, which are made 
up as follows: 

14 American lines versus 103 foreign lines. 
1 American versus 24 foreign lines. 

5 American versus 13 foreign lines. 

14 American versus 31 foreign lines. 

Total, 34 American versus 171 foreign lines. 

Those 171 foreign lines and other such are the real interests behind 
any proposed legislation to legalize dual rates. 


CONTROLLING OCEAN FREIGHT RATES AND OCEAN STEAMSHIP PRACTICES 


Over the years, principally out of the mouths of dual raters, 
there has been built up, by deliberate and calculated reiteration, that 
this country of ours cannot do a single, solitary thing to control, 
regulate, or prevent mayhem in rates charged or practices engaged 
in on the high seas—even those battering against our shores. Treaties 
and worldwide freedom of access to every port—nonexistent in reai- 
ity—are assigned as the insurmountable and sacred obstacles, 

“I, for one, little me, have never subscribed to any such categorical 
truism. I think I know my country better. It is not just that help- 
less to protect its citizens, If it were so powerless it would no longer 
be worthy of membership in the family of nations, 

The Alexander Committee, in its earliest deliberations, provided for 
the fixing of rates in ocean transportation, about as is done domes- 
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ically. That plan was finally abandoned, not entirely because of these 
awe-inspiring reasons now given as obsts acles. 

In 1936 the Federal Maritime authorities, in docket No. 128, pro- 
posed regulating ocean rates, in a manner somewhat similar to the 
regulations of the Interstate Commerce:Commission as to domestic 
rates, but the Secretary of Commerce—the top authority then—finally 
denied not to go along with the recommendation of his shipping 
people, and just called for the mere filing of r: 30 days after they 
were used. 

In 1920, there was enacted an amendment to the 1916 Shipping Act, 
added as section 14a of that act, providing for the refusal of the use 
of our ports to foreign steamship lines which discriminated against an 
American line in relation to membership in a foreign conference. 

Our antitrust laws, especially the Clayton Act, condemn all prac- 
tices in restraint of trade or tending toward monopoly, etc., in foreign 
commerce, as well as in domestic commerce. No distinction is made 
between domestic and foreign commerce and many antitrust prosecu- 
tions have been brought (the United Fruit case, for instance) in which 
our courts have said, in effect, that nothing can be done in our foreign 
commerce that is prohibited in our domestic commerce. 

It is high time that bogeyman of futility—“what can we do?”—was 
interred—and finally. Our forebears used to do something! There 
is no possibility of successfully carrying out the suggestions of Chair- 
man Morse or of any of those members of the committee, that this 
committee might possibly legalize the system, but with many limita- 
tions, restrictions, reservations, such as putting more power in the 
Maritime Board—such and such as limiting the spread to 10 percent 
in every instance, prescribing a uniform type of shippers’ contract; 
that. shippers and maritime representatives have more say as to rates; 
that conference tariffs be made readily available to shippers; more 
facility and expedition in meeting shippers’ complaints and prevent- 
ing monopoly by assuring that independents could continue in busi- 
ness. Other suggestions have and will be made, including ours, that 
at least American independents should be exempt from the boycotts 
insisted upon by these conferences, all organized under U.S. law. 

It has been suggested by a Japanese witness, in the case that went to 
the Supreme Court, and elsewhere, that shippers should not be bound 
to ship 100 percent of their cargo by conference lines, but only a lesser 
percentage, 70 or 80 percent, leaving the shippers free to patronize 
independents to a limited extent. 

The current proposal by some railroads guaranteed rates would not 
bind shippers beyond 85 percent of their cargo. 

The Justice Department threw out a suggestion of “requirements 
contracts,” actual mutual contracts of carriage, such as the Alexander 
Committee found were the only form of contracts used, outside of 
deferred rebate contracts, which were outlawed. 

The conferences are already sweating blood at each and every one 
of these reforms—even requirements contracts—so much so that they 
have called up their heavy artillery to testify at the cireuit- riding 
hearings of this committee. It is a fair wager that they would not 
be willing to accept a single solitary one of them. 

There is no possibility under the sun that, if dual rates for iden- 
tical transportation service, with an exclusive contract permitted, are 
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legalized, that there can be any independent competition, even by 
American Lines and despite any new or different regulatory powers 
lodged in Maritime or restrictions in the conferences. That is the 
nut of the problem. 

There is no halfway point between monopoly and free enterprise. 
You can’t have both. And you can’t have exclusive-patronage dual 
rates and at the same time have any independent operators. 

In my opinion, the Board has sufficient power, right now, to regu- 
late practices detrimental to the commerce of the United States. 
There never was any excuse for the Board not exercising that power 
during the disgraceful 5-year rate war in the Pacific. The Board 
never denied it had the power, but did nothing, despite the repeated 
demands of Isbrandtsen, which was the chief victim of the conference 
lines’ interconference squabble. (See our memorandum on rate wars. ) 

There might well be some strengthening and extension of the func- 
tions and powers of Maritime and an increased staff, but that is no 
way to meet the inescapable results of a legalized dual-rate system. 
That “Frankenstein” is uncontrollable. No independent can with- 
stand him. 

Any attempt to legalize dual rates involves amending the legis- 
lation dealing with conferences would include each and every section 
of the 1916 Shipping Act, plus our antitrust and other laws. The 
Alexander committee proc eeded in the very opposite direction from 
legalizing dual rates. It forbade them. 

“And after you had gotten through amending and perfecting all 
existing legislation pertinent to the ‘subject, you might turn your at- 
tention | to the constitutional aspects of this special treatment of ocean 

‘ansportation, especially through self-regulation by the conferences. 
Soo yates good ‘old NRA’ chicken case, Schechter Corporation v. U.S. 
(295 U.S. 495 (1935); the class type of legislation providing only 
for common carriers and excluding tramps (about 40 being American 
operators) which carry at least three- -quarters of our foreign com- 
merce; the compulsion of our independent carriers to join conferences 
(the dual raters blandly assert that Isbrandtsen and every other op- 
erator should be compelled to join) ; the compulsion, through irresist- 
ible economic and other coercive pressure on shippers, to sign exclu- 
sive tying contracts against their will. Can all that be done in the 
good old U.S.A., which we used to know? Can that happen really 
here? 

In all our attacks on the dual-rate system we have raised several 
points which the courts, proceeding on the items of “retaliation” or 
“competition,” did not have to reach. So those other points were not 
passed upon. Those contentions of ours may be dormant, but they’re 
not dead. 

We pointed out that shippers were not “persons,” as defined in the 
1916 act, which could enter into contracts (with conferences) and ob- 
tain immunity from the antitrust laws, under section 15 of the 1916 
Shipping Act; that tramp operators—who are not common carriers— 
could not accept the challenge, “Why don’t you join the conference?” 
Tramps could be put out of their business, if competing with the con- 
ference lines, without having any chance to join a conference to pro- 
tect themselves, because they were not common carriers. For the same 
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reason, tramps could not form their own conference, and fix uniform 
rates (one rate) let alone initiate dual rates, a two- rate system. 

Bear in mind, please, that most conference exclusive patronage con- 
tracts include all goods sent by the shipper, including bulk cargo, 
which is usually carried by tramps. 

We also pointed out to the courts the violations arising from dual 
rates, under the due process clause (the fifth amendment) and other 
provisions of cur U.S. Constitution, including article I, section 8, 
paragraph 18, and we cited several Supreme Court cases to support 
our contentions. 

Such are some of the many considerations which confront you in 
= complex and man-sized undertaking on which you have em- 
barked, due to false re presentat ions and propaganda, hysterically 
doused on you by a horde of self-seekers whose battle cry 1s, “Chaos, 
chaos, wolf, wolf!” 

ven the pretense that American-flag ships in the conferences face 
danger from independent competition, if monopolistic dual-rate sys- 
tem does not receive the blessing of Congress, is exposed by the most 
recent business reports. 

In the New York Journal of Commerce of this month, April 8, 
1959, it was reported that the consolidated financial statements of the 
15 U.S. subsidized lines had operating income in 1957 amounting to 
$738 million and net income after taxes of $70 million. Their total 
assets amounted to over $1 billion. 

In operating subsidies they received $145 million, only $29 million 
of which was subject to recapture. 

That does not look as though our American ocean steamship lines 
were meeting chaos or facing bankruptcy from independent. compe- 
tition to such an extent that we should turn the clock back over 150 
years and repudiate all the traditions and concepts our forebears estab- 
lished in this New World, far distant and — from the Old 
World of cartels and suppression of individual effort and free enter- 
prise and open competition. We've been doing all right here, » follow- 
ing our own distinctive policies of freedom and opportunit 

To legalize this anti-American ideology of enaniinas ‘exclusive 
patronage two-rate system would be a repudiation of all for which we 
have historically stood adamant. 

Don’t do it. Iam confident you will not. 

My appreciation goes to you, Mr. Chairman, and to the members of 
your subcommittee, who have been extraordinarily liberal in permit- 
ting me to express my Views on this subject whic h for over a decade 
has absorbed my concentrated attention. 

Thanks much. 
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TUESDAY, APRIL 28, 1959 


House or RepresENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES, 
OF THE COMMITTEE ON MERCHANT 
MARINE AND FISHERIES, 
Raleigh, N.C. 

The subcommittee met at 10 a.m., pursuant to call, in room 351, 
Agriculture Building, Raleigh, N.C., Hon. Herbert C. Ronner (chair- 
man) presiding. 

Present: Representatives Bonner, Garmatz, Downing, Casey, John- 
son, Tollefson, Ray, Mailliard, and Glenn. 

Staff members present: John H. Drewry, chief counsel, Robert H. 
Cowen, counsel ; and William B. Winfield, clerk. 

The Cuartrman. The committee will come to order. 

Today opens the second field hearings of the subcommittee on con- 
ference and dual rate studies. 

We felt that the great growth of industry, and certainly the in- 
dustrial potential, of the South Atlantic area justified our committee 
sitting in Raleigh for the purpose of hearing from people and in- 
dustries within the area who have had, and continue to have, direct 
contact with the import and export business, and the use of the Ameri- 
can merchant. marine. 

We are privileged to welcome this morning witnesses from Louisi- 
ana, New York, Tennessee, Kentucky, Virginia, Gecrgia and South 
Carolina, as well as numerous individuals from our own State of 
North Carolina, who speak for and represent some of the most out- 
standing industries within the borders of this State and the other 
States, and certainly in every instance, industries which are world- 
wide in their scope. 

It, of course, accords me great personal satisfaction to be once 
again in my own State and among its people who have afforded me 
the proud honor and privilege to represent them in the Congress of 
the United States. 

I would like to thank at this time the people here who are so ably 
giving to the committee the benefit of their time and their experience 
in helping us to arrive at.a solution of the problems confronting us. 
Our committee could not have functioned had it not been for the 
people who have appeared before us and given us their views on the 
pending subject. 

It is our feeling that from these hearings and the study which we 
have undertaken, the Congress will be able to bring out legislation 
which will prove of value to our foreign trade, and which will cer- 
tainly continue to afford to the United States a merchant marine 
which is second to none among the maritime nations of the world. 

At this time I would like to announce one change in the proposed 
schedule of field hearings by the subcommittee. That is, that the San 
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Francisco hearings have been set up 1 week, and will be held on June 
9, 10, and 11. 

T want to especially express the appreciation of the committee to 
the Governor of North Carolina, to Mr. Ballantine, the commissioner 
of agriculture, to Mr. Cherry, the super intendent of buildings and 
grounds, and to the General Assembly of North Carolina for arrang- 
ing the use of this auditorium. 

The Governor of North Carolina has invited the committee to have 
lunch with him tomorrow at 1 o’clock at the Governor’s mansion. 
The committee has been invited to visit the general assembly at 12 
o’clock in the capitol so that these hearings will be recessed at 11:30, 
or certainly 11 :40. 

The first witness this morning is Mr. Solon B. Turman, president 
of the Lykes Bros. Steamship Co., Inc., of Louisiana. 

Mr. Turman. 


STATEMENT OF SOLON B. TURMAN, PRESIDENT, LYKES BROS. 
STEAMSHIP CO., INC., NEW ORLEANS, LA. 


Mr. Turman. Thank you, Mr. Chairman. 

Mr. Chairman, my presentation here is a written statement. If I 
may, I will proceed to read it, sir. 

My name is Solon B. Turman. I am president of Lykes Bros. 
Steamship Co., Inc. 

I have been actively associated with all phases of merchant kehippine 
for almost 40 years and have served my company in many capacities, 
both in the United States and abroad. 

Lykes is a major operator of dry cargo American-flag liner vessels, 
with trade routes anchored to the Gulf of Mexico; it serves most of 
the deep Southern and midcontinent States. Traditionally, Lykes 
has been a sincere advocate of the principle of regional integrity, be- 
lieving that by such regional identification our company can more 
effectively and loyally serve the interests of the gulf and South At- 
lantic as major U.S. gateways to world commerce. 

At the present time Lykes operates a total of 54 vessels in the for- 
eign commerce in the liner trades. 

The company holds an operating differential subsidy agreement 
with the United States which runs until December 31, 1977. Under 
this agreement with the United States, Lykes is required to provide 
a minimum number of liner sailings over six major routes as follows: 


1958 
sailings 
Caribbean line: Between gulf ports and islands in the Caribbean Sea and 
tO’ the HOt: COGEL OF SOUER .AIMCTIOR in ncg cn ck in iin ccnns 87 
United Kingdom line: Between gulf ports and ports on the west coast 
Or he Uiinee TO AiO Beene. coe se ee 33 
Continent line’: Between gulf and South Atlantic ports and continental 
Durone, BCADGINAVA. QNG 100 TRAIIC Qo on kk eebnc ce cecmemnwcine we 54 
Mediterranean line: Between all gulf and South Atlantic ports south of 
and including Wilmington, N.C., and Mediterranean, Adriatic, and Near 
a a a 54 
Orient line: Between all guif ports and Far Eastern ports not west of 
i lille ad ti Cia chia alin ck titi vag tae Auto dnc ala dasbibenaeia ce 39 
African line: Between all gulf ports and South and East African ports__ 19 
es aaa a a a al an ar oe 286 


1 With permissive calls at Tampa, Port Tampa, and Boca Grande, 
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Without going into the details of our actual sailings for 1959, we 
had an aggregate of 286 sailings. 

Lykes” ‘corporate offices are in New Orleans, which is its main 
operating headquarters. Supervisory offices are maintained at Hous- 
ton, Galveston, and ‘Tampa, and branch offices in the other principal 
gulf ports. In addition, traffic and solicitation offices are located in 
New York City, at the principal sources of cargo origin in the Missis- 
sippi Valley and gulf hinterland. It also maintains foreign branch 
offices at: Liverpool, London, Antwerp, Bremen, Genoa, Rotterdam, 
Barcelona, Durban, Nairobi, Manila, Yokohama, Habana Ponce, and 
San Juan. 

The present Lykes organization consists of 748 regularly employed 
salaried personnel in the continental United States, 2,294 seagoing 
personnel and, in addition, several thousand longshoremen are em- 
ploy ed on an hourly basis, to load and discharge company vessels. 

The Lykes org: nization, during two World Wars, demonstrated 
its ability to manage and operate an expanded volume of shipping at 
a moments’ notice. For example, during World War II, it husbanded, 
managed, and operated 125 vessels for the United States, and, as berth 
agents for the Government, loaded and discharged hundreds of addi- 
tional vessels. Upon cessation of hostilities immediately following 
World War II, Lykes bareboat chartered 98 vessels from the Govern- 
ment which, together with its then owned fleet of 47 vessels, totaled 
145 vessels which it operated over its trade routes during the period 
of rehabilitation of Europe and other countries throughout the world. 

Presently we make about 300 sailings a year, so that almost every 
day a Lykes ship clears from the gulf for some foreign destination 

Historically, the gulf and South Atlantic ports have been the 
natural gateways for the vast hinterland of the Mississippi Valley 
and the South; and through these ports a substantial portion of the 
foreign commerce of this area is moved. The Lykes operation ha 
e xpanded over the years concurrent with the industrial, agric ieee 
and population growth in this area and its hinterland. Since World 
War II, there has been a substantial industrial growth on the gulf 
coast from Florida to Texas and, as a result, the export-import re- 
quirements in this area have expanded and many new commodities, 
both for export and import, are being handled. 

As is commonly known, “ships follow ¢ argo, and Lykes is com- 
peting with vessels of the principal maritime nations of the world. 
However, this is nothing new, for over the years Lykes has managed 
to compete for cargo with the vessels of these strong maritime powers 
with a reasonable measure of success. 

A marked increase has taken place since World War I in the portion 
of United States foreign trade moving through gulf ports, as is 
evidenced from reports of the Army Corps of Engineers comparing 
1921 and 1957: 


Increase since 1921 


Tons Percent 





| 


ee pe Ae ae tN ge dae is gly 7 oie a re 152. 73 
neee Se chee gcc aide haa aang nea me in oe aE aa aera nate | 9, 628, 000 83. 00 
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REPLACEMENT PROGRAM 


During 1958, Lykes placed contracts for nine new combination bulk 
and general cargo liner-type ships of its own basic design, utilizing 
Gibbs & Cox, Inc., as design agents. This design was evolved after a 
number of years study by the Lykes organization and after considera- 
tion of past, present, and prospective movements of cargo over the 
Lykes trade routes. 

These new ships will be among the highest quality liner-type ships 
on the high seas and will provide the backbone of flexibility so essen- 
tial to the worldwide operations conducted by Lykes. Final deliv- 
ered cost to Lykes of these nine ships will be about $50 million, after 
Government construction subsidy payments to shipyards approximat- 
ing $45 million, or an average of about $514 million a ship. That is 
cost to Lykes. 

The remaining replacement program of Lykes is scheduled as fol- 
lows: 


Number Number 
Year to be contracted : of vessels | Year to be contracted—Con, oF vessels 
Pees ee oe ee 4 RONG tro Lt a Be Dd AT 5 
Ws iis eee tendawaee 4 Pe cudascebba tad nakwaakeue 3 
ee iad ee ies ie end oer eS ee 4 aii) 2s ah ae a 3 
kl eee te 7 — 
RN i aE ne wae aol ect 4 Re Fh Pa ean eee 44 
eens Sarna tare ee het ee 5 
Dp ket dtel ewe dnc 5 


These 44 ships, with the 9 contracted during 1958, will fulfill Lykes’ 
contractual replacement obligations under its operating subsidy 
agreements, 

“We have estimated that Lykes’ building program will cost the com- 
pany in excess of $300 million—even without further increases in 
shipbuilding costs. 

Needless to say, the successful completion of this vast program is 
dependent, in large measure, upon the continuation of profitable 
operations. 

Over the years, in furtherance of this ship-replacement program, 
Lykes will have to (a) use most of its corporate resources, (4) borrow 
large sums of money, (c) retain future earnings, and (d) perhaps 
even undertake additional stock financing. 

In our opinion, maintenance of the present system of steamship con- 
ferences and shipper contracts is essential to the achievement of this 
objective. 

HISTORICAL NOTES 


During the 1920°’s Lykes first became an owner of American-flag 
tonnage. While undertaking these ownership operations, Lykes con- 
tinued to act as managing agent for the U.S. Shipping Board, operat- 
ing Government-owned vessels over a number of trade routes. ‘These 
operations were continued under various forms of managing agent 
agreements until during the early and mid-1930’s, when Lykes ac- 
quired a large fleet of war-built vessels from the Government and 
became a major owner of American-flag tonnage. 

Lykes’ membership in conferences comme nced initially in the early 
1920's, in its capacity as managing agent for the U nited States under 
the various agency agreements. It is interesting to note that during 
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1930 several of the conferences adopted the dual rate contract system 
and that Lykes participated therein as agent of the United States. 


CONFERENCES 


Over the years Lykes has advocated consistently that conference 
arrangements are mutually beneficial to both shippers and shipowners. 

I can personally assure this committee that iiykes has always given 
the most serious consideration to the competitive position of the Amer- 
ican shipper. Unlike many foreign lines and some American lines 
which have a wide range of operations, Lykes is tied to the U.S. Gulf 
and South Atlantic area. Because of this fact, its interests are ~identi- 
fied with and, in large measure, are identical to those of the American 
exporter and importer. 

When American exports move in volume and when American trad- 
ers thrive and prosper, Lykes participates in the carriage of that cargo. 
We recognize full well, however, that when American wares are priced 
out of world markets by reason of production and/or transportation 
costs, then both the exporter and American shipping suffer. For this 
reason Lykes has sought to insure to the maximum degree possible, 
that rates in the conferences of which we are a member are reasonable 
and permit the American economy to participate in world trade on a 
competitive basis. 

In this statement I shall make repeated references to the “conference 
system.” By this I mean not only the making of rates, rules and 
regulations by voluntary agreement between the carriers in a trade, 
but also the employment of the contract rate system or some similar 
tie between shippers and carriers whenever it is reasonably necessary 
to do so to preserve stability of rates and cargo volume and to meet 
the competition of lines who choose to operate ‘outside the conference. 

The general experience of the maritime n: itions of the world has 
proven that mere agreement on rates by conference members is not 
enough to insure a stable rate structure. This is almost invariably the 

case when nonconference lines make it a practice to fractionally under- 

quote conference rates, whatever they may be. In such a situation 
the conference lines and shipper groups must. take steps to protect 
themselves. Unfortunately, if the cut rate is met it is only to see a 
further fractional reduction by the nonconference operator until fin- 

ally not only has all stability disappeared, but the level of rates has 
dropped to the point where regular liner services no longer have what 
is absolutely essential to a continuance of their type of service, stable 
and remunerative rates and assurance of a fair share of the cargo 
available. 

The alternative is a tie with the shipper such as the dual rate system 
provides. 

The shadow which has been cast on the contract rate system is not 
at all the result of any showing of unfairness either to shippers or to 
nonconference operators, or of any showing that the system is detri- 
mental to the foreign commerce of the United States -quite the con- 
trary is true—but to a highly technical, legalistic construction of some 
of the provisions of the Shipping Act. We are here to ask this com- 
mittee to recommend legislation, with such safeguards as may be 
deemed necessary, which will enable the regular liner operators, and 
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especially the American flag operators, to continue to protect them- 
selves against unfair rate competition, a right which for the past 40 
years they and the governmental agency charged with the enforce- 
ment of the Shipping Act firmly believed they had. While I do not 
dispute the correctness from a legal standpoint of the Supreme Court 
decision, I want again to point out that it was not based on the merits 
or demerits of the system or on its fairness or unfairness, but on the 
legal meaning of certain words in a statute, and I therefore submit 
that it—the Supreme Court decision—should carry no weight in your 
judgment as to whether the contract rate system is fair or unfair, or is 
good or bad for the industry, or for the shippers, or for our foreign 
commerce.* 

In my opinion, the conference system and the continued active par- 
ticipation of American lines therein is essential to the foreign com- 
merce of the United States. 

The benefits of the conference system to shippers and shipowners 
are many and substantial, and I should first like to list these benefits 
and then discuss them briefly with the committee: 

Benefits to shippers: 

(1) Rate stability. 

(2) Rate protection. 

(3) Industrywide consideration of rate requests, including 
under certain circumstances joint negotiations with shipper as- 
sociations. 

(4) Equality of treatment. 

(5) Regularity and frequency of liner service during good 
times and bad. 

(6) Extensive port coverage, permitting shipments to be made 
from their natural gateways. 

Benefits to steamship owners : 

(1) Protection against competitive practices of tramp ships or 
others. 

(2) Stability of rates. 

(3) Reasonable assurance of sufficient cargo volume to permit 
continuance of liner services, 


1In the Japan-Atlantic case neither the Supreme Court nor the court of appeals 
questioned or controverted any of the facts found by the Federal Maritime Board. These 
included the following specific findings as respects the proposed contract rate system under 
consideration : 

1. It would provide greater stability and uniformity of rates than had existed since the 
outbreak of the rate war. 

2. It would be a benefit to both shippers and receivers in the trade. 

3. It would enable conference carriers through reduced unit transportation costs to 
provide lower rates to all shippers. 

4. It would enable conference carriers to put improved, more efficient tonnage on berth. 

5. It is a necessary competitive measure to offset the effect of nonconference competition 
in the trade. 

6. Neither the proposed contract system itself nor the spread between contract and non- 
contract rates would be unjustly discriminatory or unfair as between carriers or as be 
tween shippers. 

7. It would be consistent with the purposes of the Shipping Act which include ‘the 
purpose of encouraging, developing, and creating a naval auxiliary and naval reserve and 
a merchant marine to meet the requirements of the commerce of the United States with 
* * * foreign countries.” 

8. It would enable conference lines to meet noncénference competition but would not 
eliminate a single American line from the trade. 

9. It would not result in detriment to the commerce of the United States. 

19. It would decrease the probability of rate wars and their disastrous consequences 

Notwithstanding acceptance of the above findings the Court construed the general provi- 
sions of the Shipping Act in such a way as to make the proposed system illegal. 
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BENEFITS TO SHIPPERS 


Rate stability: To any shipper participating in world trade, rate 
stability is, of course, an important consideration, permitting forward 
sales and price quot itions to be made well in advance. 

In the shipping crisis which followed the closing of the Suez Canal 
in the fall of 1956, world open-market shipping rates for tramp com- 
modities; that is, bulk cargoes, doubled and even trebled. Traders in 
bulk commodities, the freight rates on which are generally not fixed 
by steamship conferences, were caught in price squeezes and severe 
strains and dislocations were injected in world commodity markets. 
On the other hand, however, during this period of substantial in- 
creases in the world shipping rates for tramp commodities and in the 
face of substantial increases in the cost of fuel oil, wages, stevedoring, 
and other operating costs, the tariff rates of the conferences of which 
Lykes is a member and which employed the contract rate system in- 
creased slowly and moderately to a level which, in mid-1958, ranged 
only between 10 and 15 percent over the pre-Suez tariffs.’ 

The following table showing changes in the contract rates on cot- 
ton from the gulf to the United Kingdom, Continent, and Mediter- 
ranean (per 100 pounds) shows the manner in which rate stability 
has been achieved under the cont ig system. 

You will observe that on July 1, 1949, under the dual rate system 
on cotton the rate was $1.50. “ went down in 1950 to $1.40, up in 
1951 to $1.60, and finally on January 29, 1959, the rate in actuality 
was 5 cents per hundred pounds lower than it was on July 1, 1949. 

I think that is significant because it demonstrates the manner in 
which these particular gulf conferences have met with the shipper 
groups, examined the problem and by mutual agreement and under- 
standing have adjusted rates to meet conditions then prevailing. 


July 2. eee throne: Web: 2 JONG i a ti a eee $1. 50 
te Se MS a ee a ae ce eee 6 ee oe 1. 40 
Pl ge SR ee a i eis et eta aaeack 1. 60 
Pia Tepe OU: cI SU li et ee et ee ce 1. 75 
suey 5, Feu, turonen vem. St, teen... 2 Lise ee 
Feb. 3; 23m toon eine Gl .200G sw a on a te awe ‘2 
July. 1; 1966; through Feb... 28, 1907.....- ceed pee DE aa _ 1.60 
ee Ben Umea MUO UO RETR ROR INy LORD: DCN ie 1. 85 
FTE, EE, Tr CRUT OEE, DOT, ek, LO anc ae icin es iets etn cemeins ositceacr umencate ceiecaececca). cee 
Jan. ‘ZO: Tage; through July Si; 19002. ok e 1. 45 


I think this is convincing evidence of the manner in whic h confer- 
ences moderate the impact of rate fluctuations upon exporters. 

Rate protection: In addition to rate stability, the present confer- 
ence system gives rate protection for extended periods of time. The 
arrangements resulting from negotiations between the major gulf 
conferences and the American Cotton Shippers Association are fine 
examples of this. 

Under these contracts the shippers and the conferences agree to fix 
the tariff rates for a year, now running from August 1 to July 31, 
1.e., the crop year for cotton. C ustomar ily, these rates are firm, and 
rate increases can be made effective only on 60 days prior notice. In 


2These mid-1958 tariffs represented the post-Suez highs in liner rates. At the present 


time, tariff rates have declined and now are substantially back to pre-Suez levels, and in 
the case of cotton actually less than pre-Suez rates. 
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event of a rate increase, however, the conference lines protect any 
cotton sold by shippers at the rate in effect prior to the date the change 
is announced. In other words, if they had sold on a certain rate in 
advance, then by negotiation with them we increase the rate effective 
on a certain date so that if there are still outstanding sailings at the 
old reduced rate, the conferences protect those particular sailings at 
the old rate. 

Obviously, this element of rate protection is extremely important 
to forward sales of high-value commodities such as cotton and manu- 
factured goods and is greatly appreciated by the shippers. 

Industrywide consideration: One of the postwar developments in 
the conference system has been the emergency of industrywide groups 
representing the interest of shippers in the foreign trade. This has 
made it possible for spokesmen for industry groups to meet with 
counterpart groups of shipowners in an atmosphere which permits 
full discussion of industry and shipping problems by both sides. 
These forums between industry and conference groups permit a more 
thorough understanding of the export problems of the American 
shippers and lead to a more realistic appreciation of the role of 
each party to the continuance of successful export movements. Over 
the years conferences with which Lykes has been associated have 
had such meetings with (a) American Cotton Shippers Association, 
(6) carbon black groups, (¢c) rubber groups, (d@) Rice Millers As- 
sociation, and (e) other industry groups. The emergence of this 
type of industrywise discussion and understanding permits a more 
thoroughgoing appreciation of the problems of the American ex- 
porter and opens new avenues to effective action. 

Although the conferences, whether or not the contract rate sys- 
tem is in use, have always been desirous of conferring with shipper 
groups regarding rates and other matters, the full benefit of these 
negotiations to both shipper and carrier groups cannot be attained 
without the contract rate system. The reason is obvious. Carriers 
cannot be expected to agree to protect rates for extended advance 
periods and thus provide the utmost in rate stability unless a sub- 
stantial majority of the shippers likewise agree to use the services 
of the conference lines which provide this protection. The history 
of the relations between the conferences and the cotton shippers cov- 
ering the periods both before and after the institution of contract 
rates, referred to later in this statement, illustrates the point per- 
fectly. 

Equality of treatment: As a consequence of the destructive com- 
petitive practices employed by owners, operators, and agents of 
foreign flag vessels, the U.S. Shipping Bureau conducted a thorough- 
going investigation into these practices commencing during the early 
thirties. The record of such investigation is contained in docket 128. 
This proceeding was one of the most exhaustive of its kind ever con- 
ducted by a governmental agency. 

Referring to the trades from the gulf to the United Kingdom, 
the Continent and the Mediterranean, the report in docket 128 
found: 

Unlike some of the other trades, there is no evidence that the nonconference 
carriers in these trades make a practice of applying percentage reductions under 


the rates established by the conference. Not only do these carriers keep 
their rates as secret as possible, but ordinarily they do not schedule their 
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steamers in advance. In the majority of instances they first book the nucleus 
for a shipload from a few of their regular patrons, who are the larger shippers 
in the trade, and if sufficient cargo is not secured in this way to fill the ship 
other cargo is taken at whatever rates are necessary to secure it. The ships 
of these carriers are usually booked full at less than conference rates before 
shippers generally know that such a vessel is being berthed. It is the con- 
tension of the conference carriers that this method of doing business results 
not only in discrimination between shippers as to rates but discrimination, 
particularly against small shippers, in the matter of space accommodations. 
The same contention is made by shippers. 

As a general rule these nonconference carriers serve only New Orleans, 
Houston, and Galveston. To permit cargo to move with equal facility through 
all gulf ports, the three conferences out of the gulf to the United Kingdom 
and Hurope have established the same rates from every gulf port. Although 
the conference carriers endeavor to reduce rates promptly to meet nonconference 
competition, not only to protect themselves but to place all shippers on a 
competitive level, because of the secrecy with which nonconference carriers 
operate in quoting rates and berthing vessels such rate reductions frequently 
cannot be made in time to meet such competition. In many instances shippers 
located at Mobile have lost business because a competitor located at New 
Orleans, Houston, or Galveston has obtained rate concessions from the non- 
conference carriers, who usually do not serve Mobile and other east gulf 
ports. 

The service rendered was not that of a true common carrier, but 
only that of a tramp operator seeking to top-off with attractive parcels 
of general liner-type cargo at cut rates. 

The cut rates offered to a selected few shippers by these noncon- 
ference competitors were not uniform and the small shippers rarely 
had opportunity to book cargo for the space available. These vessels 
made no effort to serve the smaller ports, confining their operations in 
large measure to the major bulk ports. 

In effect, by reason of the unequal application of ocean rates, se- 
lected large volume exporters were obtaining preferred positions in 
world markets at the expense of the small exporter. 

In contrast to the above, conference rates are applied equally to all 
shippers, whether large or small, thus affording competitive equality 
in transportation costs. 

Regularity of service: If a shipper is to compete successfully in 
world markets on a permanent basis, of equal importance to competi- 
tive and equal rates is the need for long-range, dependable, regular, 
and frequent service. 

Necessarily, the service of the liner companies is geared to the 
amount of cargo they expect to carry on a long-range basis. Tramp 
vessels traditionally participate to some degree in the export move- 
ment of liner-type general cargo. However, tramp ships are as free 
as birds on the wing. They follow the cargo and move to areas where 
operations are the most profitable. 

In recent years, there have been two major world shipping crises 
which indicate the manner in which the conference system and liner 
companies, such as Lykes, discharge their responsibility to provide 
shipping space adequate to handle the needs of our foreign commerce. 

ollowing the outbreak of Korean hostilities in the summer of 
1950 and again after the closing of the Suez Canal in the fall of 
1956, ocean shipping space became short and it seemed that American 
exports might be denied access to world markets and that the move- 
ment of certain strategic national cargoes might be impaired. After 
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consultation with representatives of cotton and other major shipper 
interests, Lykes, with prior knowledge of potential losses, chartered 
a substantial number of vessels with the following results: 


























| | 
| Number of Operating 
Period ships results 
chartered 
Korean hostilities_._. Gat pine ne sab. .atduedeuass [x5 | 19 1 $1, 073, 000 
Following closing of Suez Canal......---.--- sn eet oncetae haaa ale tine et a gations 10 21,179, 000 
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This operation helped move vitally needed cargo and assisted in 
stabilizing and moderating rate increases. 

We believe the foregoing i is unmistakable evidence of the manner 
in which (a) Lykes meets its obligations to provide adequate ship- 
ping space for its shippers, and (b) additional shipper benefits are 
inherent in the conference system. 

Port coverage: The conference liner operator holds himself out as 
a common carrier. He offers space on equal terms and conditions to 
one and all, advertises sailings, and seeks to develop and encourage 
the flow of general cargo from all ports in this trading area, large and 
small. This is importa int both to the exporter and importer since it 
minimizes inland transportation costs by giving him access to the most 
economical port. 

This is in sharp contrast to the services offered by the prewar non- 
conference competition which concentrated only on major ports such 
as Tampa, New Orleans, Galveston, and Houston, neglecting service 
to the smaller ports such as Gulfport, Lake Charles, Cor pus Christi, 
and others. There is attached a summary of the domestic port cover- 
age given by Lykes during the year 1957, show ing the frequency of 
loading and discharge calls by our major services (app. A). 

In addition, during 1957 Lykes called at a total of 156 different 
foreign ports, making a total of 1,869 discharging operations and 
1,099 los ading operations at such ports. We have not appended a list 
of these foreign ports since it would be extremely lengthy and, in our 
opinion, w ould be of no practical benefit to this committee. How- 
ever, if the committee desires, I shall be glad to submit this list of 
foreign port coverage for the record. 

This extensive and regular type of port coverage is of decided bene- 
fit to both exporters and importers and, unquestionably, gulf port 
coverage would be far less extensive without the partic ip: ition of 
liner companies under the conference system. 

The foregoing has illustrated the manner in which the conference 
system benefits the shipper. In a later section of this statement I will 
give a brief case history showing the need and the development of the 
conference cotton contract with the American Cotton Shippers 
Association. 

Now as to the benefits of the conference system to ship owners. 
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BENEFITS TO SHIP OWNERS 


Needless to say, the conference dual rate system is of great value 
to liner operators. While I have outlined above the prince ipal advan- 
tages and benefits of the conference system to shippers, it is equally 
important to mannan the principal features which make the con- 
ference system important to the liner companies. 

Tramp competition : In the prewar period without exclusive patron- 
age contracts, there was no effective way for the liner companies to 
meet the casual competition of tramp and other nonliner ships. 

Bulk cargo was the keystone of their business, enabling them to 
make spot-rate reductions for large parcels of available cargo. This 
led to chaotic rate conditions and a disorderly freight market which 
reacted to the detriment of both shipper and ship | owner, and espe- 
cially the small volume shipper. 

One of the principal advantages of operation under the present con- 
ference system is the greater defensive ability of the liner companies. 

In effect, the conference contract rate system says to shippers: “You 
enter into an exclusive contract with the conference, and because your 
business is important to us we will give you a reduced rate. We are 
able to do this only because it will give us reasonable assurance of 
volume cargo participation, thereby “enabling us to provide the re- 

> quired frequency of sailings and port coverage, at stable rates, all 
of which is essential in the export trade to both large and small 


shippers.” 
In simple terms, this mutuality of interest has in effect bound 
the conference lines and the shippers together against the oppor- 


| tunistic practices of nonconference cutrate ships. 

To my mind, just commenting, it seems to me that this is com- 
pletely a business deal. There are considerations on both sides. 
There is a consideration of the dependable service of port coverage 
and stability of rates on the one hand and, in turn, the conference 
in order to do all of this has to have some assurance of volume and 
revenue. Services have to be compensated for to give this advanced 
protection. 

Stability of rates: Stability of rates is important to the shipowner 
as well as to the shipper. 

Today’s ships are extremely expensive. For example, the first 
nine vessels that Lykes is constructing under its long-range replace- 
ment program will average almost $514 million each, or a total of 
about $50 million. 

Under the terms of our contract with the Government we must 
recover the value of these vessels together with some reasonable 
return on our investment over their statutory 20-year life. Some 
reasonable assurance of rate stability and cargo volume is essential 
in order to permit long-range financing of vessel replacements so 
that the foreign trade of the United States may be served by new, 
high-quality vessels. 

Volume considerations: The steamship operations of a liner com- 
pany are quite different basically from those of the tramp or even 
the irregular operator. 

A liner company such as Lykes undertakes to render common 
carrier service to the shipping public and to make sailings over its 
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trade routes with regular frequency and at stated intervals. Port 
ceverage is extensive so as to afford exporters access to world mar- 
kets through the smaller as well as the major ports. Similar port 
coverage is made at foreign destinations. 

Contrasted with this is the typical operation of the tramp vessel 
which normally calls at only one terminal port, generally for the 
purpose of taking on bulk cargo which utilizes most of the weight 
capacity—but not all of the cubic capacity—of the tramper. Quite 
naturally, if these tramp vessels can load attractive parcels of com- 
patible cubic cargo, such as cotton, carbon black, or other similar 
types of cargo, without serious delay to the ship, such parcels rep- 
resent desirable business to the tramp ship. This type of operation 
which was prevalent in the prewar period, attracted cargo by rea- 
son of substantial rate reductions, diverting such cargo from the 
normal liner operators. These tramp vessels were not common car- 
riers in the normal sense of the word, generally operating as to bulk 
cargo under some form of charter party, with the parcels of general 
cargo merely topping off their bulk cargo. In simple terms, these 
tramp ships complicated the operations of liner companies by 
introducing instability of volume as well as rates. 

In order to be able to render the type of common carrier service 
and port coverage which is essential to the development of foreign 
commerce from the gulf area, the liner companies must have some 
assurance of a volume of cargo sufficient to sustain these operations 
on a reasonably long-term basis. The present dual rate system pro- 
vides such assurance and, therefore, is in the mutual interest of both 
the shipper and the shipowner. 


COTTON CONTRACT 


A cotton contract between shippers and the conferences has been 
continuously in effect in most of the gulf deep-sea conferences since 
about 1949. 

The underlying necessity and developemnt of this contract provides 
a good case history of the benefits of this type of arrangement to both 
shippers and shipowners. 

I have previously made reference to the findings of the U.S. Ship- 
ping Bureau in docket 128 regarding the type of prewar competition 
with which the regular liner services were faced. 

The disastrous results of this cutthroat competition are graphically 
stated by the Bureau as follows: 

Both carriers and shippers testified that “‘cutrates” have not increased the 
total volume of our export commerce. Indeed, it was testified by several shippers 
that in some cases the cutting of rates has decreased the export movement 
because of the instability which resulted. Stability of rates and services is of 
vital importance to exporters in making quotations for our export markets, and 
both shippers and carriers pointed out that in most cases exporters from foreign 
countries competing in foreign markets against our exporters, enjoy this much 
needed stability because of the conferences functioning in those trades. The 
use of these cutrate methods prevents stability. Furthermore, their effect is 
cumulative, and sooner or later they result in complete demoralization of ship- 
ping conditions in the trades in which they are used. 


The same subject was fully reviewed in the testimony in F.M.B. 
docket 732 involving the Gulf/Mediterranean cotton contract, now 
pending before the Maritime Board. This latter testimony also fully 
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covers, by way of contrast, the situation in the same trade since the 
dual rate contract was put into effect. 

In the latter case, one of the outstanding witnesses speaking in 
behalf of the cotton shippers was Mr. E. F. Creekmore, who, prior 
to World War II, headed the American Cotton Cooperative Associa- 
tion, then the second largest exporter of cotton from the United 
States. As head of this group Mr. Creekmore was in charge of mak- 
ing shipping arrangements from both the gulf and other areas—his 
group handling domestic and export sales ranging from 1 to 1% 
million bales annually. 

In summary form, Mr. Creekmore testified in respect to conditions 
obtaining prior to World War II, and this was when he was head of 
the American Cotton Cooperative Association, that— 

1. His group was able to secure shipments for low rates by 
reason of the volume of cotton they had to offer, being able at 
times to offer 2,000 to 5,000 bales in a few days. 

2. Because of the volume he was able at times to obtain a 
reduction of from 20 to 30 percent below the rates in effect. 

3. At times he would move large quantities of cotton by charter- 
ing the entire vessel. 

4. His group was in competition with other cotton shippers, 
large, medium, and small. 

After the war, Mr. Creekmore established his own cotton firm, a 
medium size exporter of cotton, and thus he had dealt with the matter 
of ocean transportation both from the standpoint of one of the very 
largest as well as one of the smaller shippers. In the latter capacity 
he strongly advocated the dual rate system on cotton, doing much to 
persuade the larger cotton shippers to sign the contact in the interest 
of uniform ocean transportation rates to all shippers, large and 
small. 

In F.M.B. docket 732, Mr. Charles L. Merritt, who characterized 
himself as one of the small shippers, also testified as regards his pre- 
war experiences in contrast to his experiences after the dual rate sys- 
tem was put in effect, as follows: 

Well, because of the volume of freight that they could offer, their trading 
position by virtue of their volume, a man who just has 100 or 200 or 500 bales 
to book, he just pays the price. There is no trading basis at all. A large 
firm that has 5,000 or 10,000 bales can pretty much at that time write their 
own ticket. At least he was in a trading position and he could get some con- 
cessions by it, 10 maybe 15 points. It was common practice at the time. 

Question. Do you think that today under this contract rate system, you 
have as much bargaining power with respect to securing space at the same 
rates as anybody else in your business? 

Answer. Today under the system, yes, I am on the same basis as all of them. 

This record, as well as docket 128, further discloses that this in- 
equitable and discriminatory situation was created largely through 
the activities of the tramp and irregular operators, who, not being 
engaged in long-term liner operations, could afford to accept large 
parcels of cotton and other linear-type commodities at substantial rate 
concessions to large shippers. 

Prior to World War II rate changes for cotton were frequent and 
varied as much as 3314 percent at a time. The frequency of rate 
changes is illustrated by the fact that in 1935 the conference rate on 
cotton was changed four times within a period of less than 314 months 
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and that in 1937 it was changed four times within a period of 
months. 

The approach of World War II suspended commercial operations 
and normal conference activities gradually became inoperative. 

In the early postwar period, relief and rehabilitation cargoes, in- 
cluding cotton, were controlled largely by governmental agencies. 
However, beginning with late 1948, cotton and other commodities be- 
gan once more to move in regular commercial channels. With the 
resumption of commercial movement, tramp ships began once more to 
offer cut rates. This competition gradually assumed serious propor- 
tions and there were clear indications that it would soon result in 
the same type of conditions that existed before the war. 

The matter of the revived competition received consideration of 
both conferences and shippers. When this was realized, the cotton 
shippers requested the conferences to institute a contract rate sys- 
tem. The request was made by the American Cotton Shippers Asso- 
ciation—ACSA—an association of cotton shippers for the handling 
of shipping and other matters on an industrywide basis. So far as 
is known, its membership includes every American firm exporting 
cotton. 

Its request for a meeting which resulted in development of the 
cotton contract was contained in a telegram dated May 2, 1949— 
copy of which is attached as appendix B. In the meetings which 
followed, conference representatives and the committee appointed 
by the ACSA developed a form of contract which was acceptable 
to both groups. The ACSA distributed the contract forms to its 
members, recommending that it be accepted, but pointing out that 
its acceptance was a matter of individual decision. 

I point out here that there were many and protracted meetings 
between the conference committee and their committees and their 
respective attorneys and ours. In other words, this was a contract 
which was mutually agreed upon and accepted. 

One of the great inducements, especially to the small volume cot- 
ton shippers, to execute the contract was that it would give all ship- 
pers ocean transportation rate equality whether large or small. 

After the contract had been distributed by the ACSA, one of 
the major cotton shippers of the United States refused to sign it, 
apparently doubting the ability of the conference to police the con- 
tract system. After assurance was given that the contract would 
be properly administered, this shipper finally reversed its decision, 
signed the contract, and ‘thereafter has been a loyal supporter of 
the contract system. Thus, one of the valuable results of the cot- 
ton contract was the voluntary action on the part of large ship- 
pers whereby they gave up their natural advantage as respects rates 
and placed themselves on a rate parity with their smaller 
competitors. 

Thereupon, cotton shippers and the coaference began a relation- 
ship which has continued to this day. All matters relating to rates, 
conditions and practices have been the subject of discussion and 
agreement. 

I may say here and now that I am referring to our gulf confer- 
ences when I speak of this relationship. 
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In every instance throughout this period, rate changes have been 
the result of negotiation and agreement, and in no instance has uni- 
lateral action been taken by the steamship companies who are mem- 
bers of the several conferences. This has been of real advantage 
to the shippers. For example, prior to the inception of the contract 
system, the fixing of cotton rates was largely unilateral on the part 
of the carriers. Rates were usually announced for a 3-month pe- 
riod, but could be increased or decreased within this period with- 
out prior notice. Under these circumstances, forward sales of cot- 
ton could not be made with assurance of rate protection at the time 
of shipment. 

Since initiation of the contract system, the negotiated rates are 
announced for a year in advance, presently from August 1, and while 
the conferences have the right to increase rates on 60 days’ no- 
tice, it has been conference policy to protect all contract shippers 
on actual sales of cotton made prior to the announcement of any 
rate increase. 

Further, it has been a matter of practice for the conference to 
consider rate reductions at other than the annual dates when re- 
quested by the ACSA. Since the institution of the dual rate sys- 
tem nearly 10 years ago, there have been nine rate changes—four 
increases and five decreases—none of which has been radical either 
in amount or percentage. Prior to the inauguration of the dual 
rate contract, the rate of cotton to continental destinations was $1.65 
per hundred pounds. At the present time—ten years later—it is $1.45 
per hundred pounds—and this in spite of the fact that the cost of 
steamship operations has increased steadily. 

Since the advent of the conference contract system, cotton shippers 
have far better assurance of being able to move cotton from secondary 
gulf ports. The obligation of the shipper to tender such shipments 
to conference carriers is matched by the obligation of the carriers to 
lift such shipments if practicable, even though not fully remunera- 
tive. This is particularly important to cotton shippers since, be- 
cause of inland storage and origin of cotton, a single export sale may 
originate from a number of interior points, the cotton loading from 
the nearest port or ports. Also, the ability of the cotton shipper to 
rely on regular and frequent service from secondary gulf ports is of 
great value to him in reducing interior transportation costs, thereby 
making American cotton more competitive in world markets. 

Sach year since the cotton contract has been in operation, the 
American Cotton Shippers Association, at its annual meeting, passed 
a resolution commending the contract, expressing satisfaction, and 
advocating its continuance; copies of some of these resolutions as 
adopted by the ACSA are attached as appendix C. 


CONCLUSION 


Lykes has embarked on a major vessel replacement program which 
it is estimated will cost our company in excess of $300 million before 
its completion. A program of this scope is necessary in order to pro- 
vide the American shipping public with regular liner service with 
new and modern vessels. Financing this program is a major corpo- 
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rate responsibility and one which would be impaired seriously by 
cutthroat competition, rate instability, and lack of sufficient volume. 

The conference system is of mutual benefit to both shippers and 
shipowners. The stability which it assures in rate conditions, regu- 
larity of service and volume of cargo materially assists in the sale 
of American products in the world markets on a competitive basis. 

Contrary to the contention of a certain nonconference operator and 
other parties supporting its views, I submit it has been clearly demon- 
strated that the dual rate contract system, when properly admin- 
istered, is not unjustly discriminatory either against the shipownrer 
who elects to operate independently or against the shipper who elects 
not to become party to the dual rate contract. 

The interests of Lykes, as an American liner company, are identi- 
fied with those regions whose products flow through gu f and South 
Atlantic ports and with the shipper of products which move through 
these great gateways to world trade. 

It 1s my deep conviction that only by an effective tie between 
shippers and conference carriers, such as the conference rate system 
provides, can an American-flag liner operator secure the stability 
needed to replace and modernize his fleet so that American commerce 
may continue to compete in world markets on a competitive basis. 

Mr. Chairman, this completes my statement, sir. 

The Cuatrman. The exhibits will be placed in the record. 

Mr. Turman. Thank you, sir. 

(The exhibits referred to follow :) 
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APPENDIx B 


May, 1959. 


H. A. CaRLys, 
Executive Secretary, Gulf French Atlantic Hamburg Range Freight Conference, 
New Orleans, La.: 

The undersigned have been appointed by President Cook of the American 
Cotton Shippers Association to look into the feasibility of getting the ocean 
freight rates reduced and stabilized to French Antwerp Hamburg range. We 
are also interested in discussing and familiarizing ourselves with the conference 
system as some of our members are complaining about nonconference lines re- 
ducing ocean rates around 10 percent under conference rates which obviously 
puts the shipper that does business with the conference lines at a decided dis- 
advantage. Kindly advise if you feel that a conference between your lines and 
our committee could make any progress on the points outlined above; if so at 
what date and city would you suggest? 

E. F. CREEKMORE. 

W. D. FELDER, Jr. 

ELKAN HOHENBERG. 

R. O. Beacu, Chairman. 


APPENDIX C 


REPORT OF THE COMMITTEE ON OCEAN FREIGHT PRESENTED AT THE 31ST ANNUAL 
CONVENTION OF THE AMERICAN COTTON SHIPPERS ASSOCIATION, MEMPHIS, TENN., 
APRIL 29 AND 30, 1955 


Gentlemen, yesterday your committee met with the various steamship con- 
ference committees and was asked by them for a 10 percent general increase in 
freight rates to all ports served by these conferences. Certain cost figures were 
presented to support their request for an increase. It was the consensus of our 
committees, however, that an increase in rates at this particular time would 
not be to the advantage of the cotton trade as a whole, of which we consider the 
steamship lines a part. After a very frank discussion, we are pleased to advise 
that the conference lines acceded to our request and have agreed to extend all 
present rates through June 30, 1956. We would like to commend the conference 
for their fine attitude in not insisting upon rate increases until a more oppor- 
tune time. 

We propose the following resolution: 

“Be it resolved, That by this resolution the members of this association hereby 
express their satisfaction with such contract system on cotton, believing from 
past experience that they assure fair and equitable rates to all shippers and 
provide stability in ocean freight rates for long periods of time, and request the 
American Cotton Shippers Association to continue the conference contract sys- 
tem, urging the interested conferences to continue to give the same fair con- 
sideration and cooperation as in the past on rates and other matters.” 

We also propose the following: 

“Resolved, That the Ocean Freight Committee be instructed to negotiate with 
the conference lines for a rate based on a maximum density with higher rates 
applicable for lower density without mentioning ‘gin-compressed’ or ‘standard.’ ” 

Respectfully submitted. 
A. STARKE TAYLOR, Jr., Chairman. 
SYDNOR ODEN. 
CAFFEY ROBERTSON. 
JAMES A. TAYLOR. 


I hereby certify the above is a true and exact copy of the report of the Com- 
mittee on Ocean Freight which was adopted unanimously at the 31st annual 
convention of the American Cotton Shippers Association, in Memphis, Tenn., 
on April 29-30, 1955. 

AMERICAN COTTON SHIPPERS 
ASSOCIATION. 
Sam G. LORING, 
Executive Vice President and Secretary. 
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REPORT OF THE COMMITTEE ON OCEAN FREIGHT 


Adopted at the 32d annual convention of the American Cotton Shippers As- 
sociation, Dallas, Tex., April 27 and 28, 1956. 

Gentlemen, in line with precedent established in the past, your committee 
met yesterday with the various conferences dealing with cotton rates and 
conditions from the gulf. The customary procedure since 1948 has been that 
the conference meet with this committee before announcing their new rates. 

A 20-percent increase was requested by the conferences, but after a thorough 
discussion by both sides, we prevailed upon them to accept an increase in rate 
of 15 cents per 100 pounds on all cotton destined to European ports and increase 
of 20 cents per 100 pounds to Far East, South Africa, Malaya, and Indonesia 
ports. This approximate 10-percent increase is necessary in the opinion of 
the committee to bring the ocean rate of cotton in line with other commodities 
and materials, and we think the increase is justified. This should assure suf- 
ficient tonnage availability for cotton rather than diversion of shipping space 
to other materials. 

In addition to the rate changes, conferences to South Africa, Malaya, and 
Indonesia, at our request, announced rates to be effective July 1, 1956, through 
June 30, 1957; whereas, they previously only had rates effective for 90-day 
periods. We think the contract system has been very valuable to the cotton 
trade as over the years it has provided stability of rates. 

The conferences have given us their assurance that they will do everything 
possible to provide adequate tonnage to meet the demands of the expected large 
movement of cotton beginning August 1. 

The question of windy bookings was brought up by the conference and your 
committee strongly urges that bookings be made based only on actual sales. 

Respectfully submitted. 
A. STARKE TAYLOR, Jr., 
Chairman. 

R. O. BEACH, Jr. 
Earn A. BURFORD. 
J. E. GOULD. 

S. M. McAsBAN, Jr. 

T. S. McCork te. 


I hereby certify the above is a true and exact copy of the report of the Com- 
mittee on Ocean Freight which was adopted unanimously at the 32d Annual 
Convention of the American Cotton Shippers Association in Dallas, Texas 
on April 27-28, 1956. 

AMERICAN Corron SHIPPERS 
ASSOCIATION, 
Sam G. LoRINe, 
Executive Vice President and Secretary. 


REPORT OF THE COMMITTEE ON OCEAN FREIGHT 


Adopted at the 33d Annual Convention of the American Cotton Shippers 
Association, New Orleans, La., April 26—27, 1957. 

Gentlemen, your committee met jointly with the Australia-New Zealand, the 
Far East and the five Gulf Conference lines. The conferences proposed an in- 
crease in freight rates but your committee felt an increase at this time would 
be ill-timed and detrimental to our common interest. The conference, after 
further consideration, agreed to withdraw their request for an increase at this 
time and to extend the present rates to June 30, 1958. 

The next subject discussed was “windy bookings.” During the lengthy talk 
which followed it was revealed from the conference records the appalling fact 
that there had been 41 percent cotton cancellations from August 1, 1956, 
through February 28, 1957, and, in addition, for April through June shipment 
a total of 132,000 bales were canceled. In most instances these cancellations 
were not revealed to the carriers in time for them to replace lost cargo, result- 
ing in substantial losses to some lines. 
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For the above mentioned reasons the carriers advised us they are compelled 
to take the following steps in an effort to eliminate these practices. The first 
three of these measures involve the shipper. 

“1, All freight engagements are to be covered by a written form of contract, 
to be issued and sent to the shipper by the steamship line promptly after the 
freight engagement is made. 

“2. The shipper, or his bona fide representative, will be required to return 
a signed copy to the steamship line within 3 working days. 

“3. In the event of cancellation or reduction of a freight contract, or post- 
ponement of a freight contract to a later date, the shipper must furnish evidence 
that the booking was against a bona fide sales contract.” 

The following four measures are quoted merely for information, showing 
what steps the conference is taking to cross-check within their own membership. 

“4, All cotton freight contracts must be numbered consecutively. 

“5. The steamship line shall furnish the conference office with a copy of the 
numbered freight contract as soon as it is issued. 

“6. The steamship lines shall promptly furnish the conference office with a 
copy of its manifest on which the freight contract number of all shipments will 
be shown, so that the conference office can identify the actual shipments with 
the copy of the contract which it has received. 

“7. The conference office shall issue to the lines at monthly intervals a report 
showing the total number of bales which failed to deliver against booking.” 

The five gulf conferences have informed us that this is to be effective June 1, 
1957. 

We feel this to be a most serious matter, the results being detrimental to the 
shipper as well as the carrier and we, therefore, urge all exporters to contract 
bookings only when sales are made. 

The above named conference lines requested that your committee express to 
the body of the membership their appreciation of the cooperation shown by all 
shippers in the past few months when it was necessary for the conference to 
check records and bookings. 

Your committee also submits to the convention that the following be sent to the 
Federal Maritime Board regarding General Order No. 72, relating to the business 
practices of freight forwarders. 

“This association, consisting mainly of small business firms, is vitally interested 
in the smooth functioning of the forwarding industry. It is a necessary adjunct 
in our handling the export movement of cotton, more so since the inception of the 
present Government programs. 

“These proposed regulations appear to us as detrimental to the continued abil- 
ity of the forwarding industry to function properly, will result in increased costs 
to shippers which would be reflected in higher export prices. We therefore re- 
quest that the proposals be deferred and that hearings for all interested parties 
be granted.” 

Respectfully submitted. 

R. O. Beacu, Jr, 

Chairman. 
R. M. Drxon. 
WINSTON HANDWERKER 
(Alternate for H. F. 

Fisher, Jr.) 

M. H. MILxer. 

T. M. PERKINS. 

CAFFEY ROBERTSON. 

J. E. Gourp. 


I hereby certify the foregoing is a true and exact copy of the report of the 
Committee on Ocean Freight which was adopted at the 33d Annual Convention of 
the American Cotton Shippers Association in New Orleans, La., on April 26—27, 
1957. 

AMERICAN COTTON SHIPPERS 
ASSOCIATION, 
Sam G. Lorine, 
Executive Vice President and Secretary. 
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REPORT OF THE COMMITTEE ON OCEAN FREIGHT 


Presented at the 34th Annual Convention of the American Cotton Shippers 
Association, Memphis, Tenn., April 25-26, 1958. 

Gentlemen, during the past year there has been a very confused condition in 
the ocean freight market. Charter rates have been very low and this has resulted 
in the necessity of your committee asking the steamship lines to reduce the 
existing ocean freight rates and we are pleased to say that material reductions 
have been secured. 

On several occasions our association has endorsed the conference contract rate 
system and we recommend that we reiterate our belief that the system is of great 
value to the cotton industry asa whole. It is our responsibility to see that U.S.A. 
cotton can be exported at an ocean freight rate that is reasonable in comparison to 
rates paid by the competitive growths and to rates paid by other commodities. 
At the same time, the agreed rates must be equitable to the ocean carrier. 


RATES TO EUROPE 


At a meeting of our committee with the steamship representatives held in 
New Orleans, January 24, 1958, the steamship companies agreed to our request 
for a reduction of 25 points in the rate to the various European ports. The new 
rates were made effective at once and extended through December 31, 1958. 
Yesterday, April 24, we had another meeting at which time it was agreed that the 
present rates would be extended through July 31, 1959. Realizing that very un- 
certain conditions exist throughout the world, it was definitely confirmed that 
the present rates are subject to review at any time on the request of any party to 
the agreements. 

FAR EAST RATES 


At the meeting in New Orleans on January 24, 1958, we were unfortunate in not 
having the Gulf-Far East Conference officially represented. After the steamship 
lines agreed to make a reduction in rates to Europe, we immediately asked the 
Far East Conference for a 25-cent reduction in the rates from the gulf to the 
Far East but we were never able to get them to act. Weare glad to be able to 
report that in our meeting with them yesterday, April 24, they agreed to reduce 
the rates 25 points from the gulf to all Far East destinations. These reductions 
are to be made effective today, April 25, 1958, and are effective through July 31, 
1959. A similar reduction will be made from Pacific ports to the Far East, effec- 
tive April 25. 

We recommend that the American Cotton Shippers Association go on record 
as opposing the unilateral action of the Pacific Coast-European Conference in 
interpreting the shippers rate agreement to include f.o.b. and f.a.s. shipments. 
Notice of this opposition should be transmitted to the Pacific Coast-European Con- 
ference and the Federal Maritime Board. 

The negotiations of this committee with the steamship lines successfully in- 
cluded discussion of rates from the west coast to the Far East. We recommend 
this practice be continued in the future by the American Cotton Shippers Asso- 
ciation ocean freight committee and be broadened to include rates and practices 
of the Pacific Coast-European Conference. 

There was some discussion of the rates from South Atlantic ports to Europe 
but the committee did not have sufficient information to act. We recommend that 
the incoming administration give this subject due study. 

We recommend that the association endorse the present system under which 
the steamship companies pay a fixed rate to the forwarding agents. We do not 
have sufficient information to approve or oppose the pending legislation in Wash- 
ington but we do consider it to be absolutely necessary that the freight brokers 
continue to be paid a brokerage by the steamship companies. 

Our steamship friends are complaining about the condition of the American 
bale and state that on account of its poor condition they are having to pay many 
claims which should be avoided. 

Our committee wishes to express its gratitude for the efforts of Mr. H. J. Bly- 
denstein B. J., Zn. of Enschede, Holland, for his most valuable assistance in our 
negotiations with the steamship representatives. He has attended both meetings 
of our committee during the year as a representative of the International Fed- 
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eration of Master Cotton Spinners, and the Spinners of Holland, Belgium and 
Germany, and his advice and cooperation has been of very great value. 

Respectfully submitted. 

J. M. Locke, Chairman; S. M. McOshan, Jr., T. M. Perkins, R. M. 
Dixon, Ravid Maybank, Caffey Robertson, Hubert F. Fisher, Jr., 
Kurt Muller, Rudi Scheidt, J. E. Gould, A. Owen. 

I hereby certify this is a true and exact copy of the report of the committee 
on ocean freight which was adopted at the 34th Annual Convention of the Ameri- 
can Cotton Shippers Association in Memphis, Tenn. on April 25-26, 1958. 

AMERICAN COTTON SHIPPERS ASSOCIATION, 
Sam G. LORING, 
Executive Vice President and Secretary. 

The CHatrmMan. Naturally I expected from you, one of the out- 
standing American operators of American-flag vessels, one of the most 
successful companies in the business, a splendid statement, and you 
have made it. It is interesting. 

In your broad experience, you have made reference here in one or 
two instances to “when properly administered.” 

Mr. Turman. Yes, sir. 

The Cuarrman. Do you know what this matter is and realize the 
responsibility of this committee ? 

Mr. Turman. Yes, sir. 

The Cuarrman. Enlarging on your statement, what have you to 
suggest that would improve the present system and assure its exemp- 
tion from monopoly or other charges that have been made against it, if 
there are any / 

Mr. Turman. Mr. Chairman, when I used this phrase “reasonably 
administered,” that is a very broad term. I think there are two ways to 
elaborate on that statement. “Reasonably administered” could refer 
in one sense to the relationship of the conference itself, its own be- 
havior, its own performance in its relationship with the shippers. 

I contend that these dual rate systems are a business deal. There are 
mutual considerations and I think that you could never draw up any 
contract which is ever going to be perfect. I think that the most that 
a contract does is that it defines a method of behavior. 

It finally gets back to the intent of the contract and how the two 
parties are going to deal with each other, one to the other, so that I 
think, like anything, there has to be reasonable performance and good 
faith and behavior and the considerations of the mutual problems to 
arise over a period of time. 

There is one way in which I referred to “reasonable administra- 
tion.” 

In the other sense, I think that you have statutes. We have the 
Shipping Act. Again I say I would think you gentlemen certainly 
know better than I do how to get legislation that covers all contin- 
genices, and to put it to verbiage, I would imagine, is probably one of 
the most difficult things that the C ongress has to do. 

You get a set of rules as best you can see the contingencies. 

I think there have been various amendments and improvements to 
the Shipping Act. I am not a peer but I think that essentially 
maybe the Shipping Act is all right. Ido not know. When you get 
to the administrative body, whic h is the Federal Maritime Board, they 
are the ones that have the problem of administering it. I think they 
have a very difficult job. 
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I do not know whether they have used their their full powers at 
times. I am not in a position to know whether they have or whether 
they need additional powers. 

The Cuarrman. Mr. Turman, I do not know anyone in a better 
position than you to know whether or not the Maritime Board or 
Commission has been dilatory in supervising the conduct of confer- 
ences. 

Mr. Truman. Mr. Chairman, I do think, giving a fair statement, 
that the Board has been dilatory. I think that a lot of our adminis- 
tration of things has gotten on a very technical basis at times. I 

tliink it is like in everyday life where you have an understanding with 
iaaloke and you get in dispute and the w ay to settle it is on a realis- 
tic and practical basis. 

I think that maybe at times a lot of the investigations and things 
that you have up in Washington have been extremely technical. That 
is the only criticism I have. 

The CuHarrMan. We wanted to move these hearings from ae 
ton to get away from the influence and atmosphere of the Capitol. 
This committee, recognizing the responsibility it has, and to see that 
ull are justly treated, felt that we should get down here with you and 
your associates and people in business and have a conference and find 
out about this situation. 

Now I refer to your statement, on page 9, and I quote: 


We are here to ask this committee to recommend legislation— 





and you further state 
with such safeguards as may be deemed necessary. 

You must have had in mind additional safeguards that might be 
deemed necessary over and beyond those safeguards that are now 
within the existing laws and the jurisdiction of the Maritime Board. 
Just what did you mean there? What would you suggest ? 

Mr. Turman. I meant nothing specific because, as I understood it, 
your committee is going to go into this. 

The CuatrmMan. Yes; but the specifications are what we are seeking. 

Mr. Turman. I must confess, sir, that I do not know what to recom- 
mend to you, sir. Iam sorry. 

The CHarrman. You have your language: 


with such safeguards as may be deemed necessary. 


That is interesting to me and to this committee, I am sure. 

Mr. Turman. Of course, I would not be so presumptuous as to de- 
cide what your committee will find desirable. 

The CuHarrman. What would you deem necessary ? 

Mr. Turman. I, frankly, Mr. Chairman, am at a loss at this time 
to make any specific recommendation. As I say, there has been con- 
tention on both sides: One, “Does the Shipping Act give sufficient 
power to the Maritime Board in the administration of the act as it 
now is?” and the other question is, “Are they using the power?” 

I do think that you have to have public interest. You have to 
have certain regulatory statutes. I think they are needed but just 
what they are I really do not know. I am sorry I am such a poor 
witness on that score. 


37159—59-—pt. 2——-22 
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The CHarrman. You are not a poor witness. You are a good 
witness. 

I want to go back to page 6: 

It is interesting to note that during 1930 several of the conferences adopted 
th dual-rate-contract system and that Lykes participated therein as agent of 
the United States. 

Mr. Turman. That is correct, sir. 

The Cuarrman. That is an interesting statement there. 

Mr. TurMan. Yes, sir. 

The Cuarmman. When you say “as agent of the United States,” is 
the Government itself, the old Shipping Board, what you refer to 
here? 

Mr. Turman. In other words, we were managing agent operating 
ships for Government account and they had complete supervision or 
could tell us what to do or what not to do. 

The Cuarrman. Would it be fair to say that this system, then, was 
epprovwel and recommended to you, as the Government’s agent, to 
oin in’ 

Mr. Turman. Well, I would say that my memory is that they cer- 
tainly did not disapprove it and they approved it. We were simply 
acting as agents for the Government. 

The Cuarrman. Was there a conference? I am speaking of another 
conference than the conference of shippers. Was there a conference 
between you, as agents, and the Shipping Board and other lines to go 
into this conference system with a dual rate at that time? 

Mr. Turman. There are certain people around here who were there 
then; Mr. Cocke, for instance. 

The CuHarrman. You were there, were you not? 

Mr. Turman. I was there, but I want to refresh my memory. Mr. 
Cocke at that time was the traffic director in the gulf for the Shipping 
Board, and my recollection is that we never took a step of major 
importance on a matter of that kind without the Shipping Board’s 
approval. 

Is that correct? 

Mr. Cocke (A. C. Cocke, vice president, Lykes Bros. Steamship Co., 
Inc.). That is correct. The Shipping Board actually directed the 
conferences and the lines to institute these systems. 

The CuarrMan. Are we to assume that the Shipping Board, then, 
had benefit of counsel that were Government-employed counsel, and 
they approved this system and stated at the time that it would meet 
the tests from which the industry was exempt and the exemptions 
that the industry might be charged with violating if they went into 
this ¢ 

Mr. Turman. That could be the only conclusion that you could 
draw, sir. 

The Cuarrman. How was it discussed ? 

Mr. Cocke. Asa matter of fact, I do not think, Mr. Chairman, that 
the Board had any thought at that time that it was to be considered 
illegal. My recollection is that they thought under the Shipping Act 
that they had a perfect right to go ahead with contracts of that kind 
under the conference setup. There was never any question during 
those days, to my way of thinking, of any questions of legality. 
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The CHarrman. On page 12, you are dealing in the subject there 
strictly of cotton, referring to your second paragraph. 

Mr. Turman. What page is that ? 

The Cuarrman. Page 12, in thesecond paragraph. You say: 

Customarily, these rates are firm, and rate increases can be made effective only 
on 60 days’ prior notice. In event of a rate increase, however, the conference 
lines protect any cotton sold by shippers at the rate in effect prior to the date 
the change is announced. 

Mr. Turman. That is correct, sir. 

The CHarrman. Now, you are talking strictly about cotton there. 
Does this arrangement cover various commodities that are contracted 
for? 

Mr. Turman. That is correct. 

The CHarrman. And all shippers, not only cotton shippers, are 
dealt with in a similar manner ? 

Mr. Turman. That is correct, sir. We have mentioned cotton here 
and emphasized it so much simply because it is probably the major 
commodity through the gulf in volume and this relationship has, we 
think, been a very mode] relationship. 

The Carman. Now, in fixing rates, tariffs, does the conference 
get together and decide the rates or is there a conference setup and do 
the oelaclainal companies do that ? 

Mr. Turman. Again reverting to cotton 

The CuatrMan. I want to deal with all commodities. 

Mr. Turman. Well, when you take the shippers of some commodities, 
they are scattered all over the place and do not have these associations. 

he Cuairman. I am not speaking of the shippers. I am speaking 
of the carriers. 

Mr. Turman. Well, the carriers insofar as cotton is concerned, or 
assembled bodies or carbon black, where there are such shippers, and 
the volume is sufficient. 

The CHatrmaAn. You publish tariffs on all commodities, do you not ? 

Mr. Turman. We do. 

The CuarrMan. I just want to know and the committee would like 
to know how you arrive at those rates. 

Mr. Turman. May I give anexample? The cotton crop year ends 
on July 31. I would say that along in the early spring a committee 
representing the cotton shippers, and usually they are the princi- 
pals, a small committee, meets with a similar committee from the 
conference. 

The CHarrman. I understand that. 

Mr. Turman. They agree and negotiate on that rate. 

The Cuarrman. I understand that, on the subject of cotton, you in 
the conference publish rates / 

Mr. Turman. That is right, sir. 

The Cuarrman. You have an association in the conference, a group 
in the conference that gets together and works these rates out ? 

Mr. Turman. May I ask Mr. Carlys to answer that! He is the 
chairman. May | ask him, Mr. Chairman, because he can do it better 
than I could, sir. 

Mr. Cartys (chairman, Gulf Associated Freight Conferences). 
The conference receives requests from time to time, Mr. Chairman, 
from various shippers or shipper groups. I am excluding cotton be- 
cause that has already been explained. 
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The chairman of the conference, and I am the chairman of the gulf 
conferences, receives the request from the shippers. We present that 
to the conferences, to the member lines of the conferences as a whole. 
They sit down and discuss these matters, consider them, and pass, 
decide on whether the rates should be reduced, increased, and so on. 
No shipper is ever denied the right to appear before the conference. 

The Cuatrman. I am not talking about the shippers. I am talk- 
ing about how tlic conference goes about setting up tariffs or rates. 

Mr. Cartys. The conference meets and decides these rates. 

The CHatrMANn. Do individual companies outside of the confer- 
ence have any such system ¢ 

Mr. Cartys. No; not as far as I know. They operate on a certain 
percentage under the conference rates. I have never worked for 
an independent. 

The CHamman. Do you know that to bea fact ? 

Mr. Cartys. I firmly believe that they do, based on their rates filed 
with the Board, which are usually a set percentage under the confer- 
ence rate. 

The CHatrrman. Now, Mr. Turman, do you have any recommenda- 
tions to the committee as to what it could say to the Maritime Board 
with respect to improving their own supervision 4 

Mr. Turman. Mr. Chairman, not at this time. My statement here 
has referred to the gulf only. I think that we have to look at the 
record in all these proceedings and out of that we will come forth with 
some very definite recommendations. 

The CHarrmMan. When are you going to do this? 

Mr. Turman. I would think it is going to be some time in the very 
near future. 

The Cuatrman. All right. 

Mr. Ray ? 

Mr. Ray. Thank you, Mr. Chairman. 

I want to compliment you, Mr. Turman. I would like a little addi- 
tional information relating to the table on page 11 in your statement. 

I take it that it is a fair assumption that where there are increases 
shown that was at the initiation of the lines ¢ 

Mr. Turman. I would say yes, sir. 

Mr. Ray. Where there are decreases shown it was at the initiation 
of the shippers ? 

Mr. Turman. That is correct, sir. 

Mr. Ray. Turning to the last four items there, the rates went up 
from $1.60 to $1.85. 

Mr. Turman. Yes, sir. 

Mr. Ray. From March 1, 1957, to January 30, 1958. 

Mr. TurmMan. Yes, sir. 

Mr. Ray. They came down in the next year to $1.60 and in the next 
year to $1.45. 

Mr. Turman. Yes, sir. 

Mr. Ray. Those are rather substantial changes percentagewise in 
rates ? 

Mr. Turman. I could explain that, sir. 

Mr. Ray. That is the question I was going to ask. 

Mr. Turmawn. In the first instance, sir, it happened just before the 
Korean situation. In the second instance, it was with the advent of 
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the Suez situation. When these outbreaks of warlike activities occur, 
the lines are faced with tremendous additional expense. Our war 
risk rates go up, usually the price rates go up, and the shippers know 
that. Where these bulges occur, why, in some instances as in the case 
of Lykes in this Suez ‘situation, we could see that there was a tre- 
mendous export of cotton in prospect and agricultural commodities. 
We could foresee in advance that there was going to be a very big 
shortage of space and the shippers knew that we were going out and 
were making an endeavor to charter additional ships, which we did. 

They were going to cost us more, the cost of operation was going to 
be more, and they 1 were and are realistic enough to know that, to assure 
the maintenance of the needed space and service, that they have to 
readjust their rate structures; and, in turn, when the situation has 
changed and things become more moderate, why, the rates come down 
and that is all by mutual agreement. 

Mr. Ray. I take it that that means that you assume that your rates 
were right before the situation developed and the increases were based 
on estimates as to what lay ahead. 

Mr. Turman. I think that is a very fair statement, sir. That does 
not always prevail to be the case. Recently we have had this reduc- 
tion from $1.60 to $1.45. American cotton, as you all well know, 1 is 
not always competitive in world markets and there is very serious 
competition in the sale of these agricultural commodities. American 
cotton shippers, after conferring with their buyers abroad about the 
fact that there was a great disparity in price, approached us with 
the fact that there should be some adjustment in the rate and, after 
these consultations, the rate was put down. 

Mr. Ray. To what extent were the costs of the lines involved ? 

Mr. Turman. The costs did not go down, sir. In other words, our 
expenses, if anything, with the exception of a few items, are alw ays 
increasing. 

Mr. Ray. How would you find the factor which led you to decide 
to make the increase? Was it a prospect of sharing the burden of 
procuring markets ? 

Mr. TurmMan. You mean when we made the decrease ? 

Mr. Ray. Yes. 

Mr. Turman. I think the steamship lines feel that they have certain 
obligations to the shippers. I think we have to take into account 
the competitive factors. Within reason you take the bitter with the 
sweet at times. We have to do our part at times in keeping these 
American producers competitive. 

Mr. Ray. Are you controlled by your costs? 

Mr. Turman. Unfortunately, unlike the domestic transportation 
we cannot control our costs or our overall competition in foreign trade. 

Mr. Ray. I did not ask my question clearly. I meant to’ say, are 
you controlled in making your decision by your costs ? 

Mr. Turan. Lots of time in this offshore shipping business we 
have to do things to meet competitive situations which are certain- 
ly not economic. 

Mr. Ray. Was this made to meet the competitive situation ? 

Mr. Turman. I would think primarily so. 

Mr. Ray. In the shipping lines themselves? 
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Mr. Turman. Well, no, I think mostly in the trades. On the one 
hand, the assertion was made that American cotton was not competi- 
tive in world markets and there was considerable resistance by the 
buyers abroad and there was a very strong plea from these buyers to 
the American Cotton Association that these rates should be down in 
order to keep the cotton more competitive. They also advanced as 
an argument that they believed in the dual-rate system the conference 
contract, and had given support to it, and that they felt 

Mr. Ray. You reach for a yardstick that applies in cases like this 
and you have just that dilemma. 

Mr. Turman. That is the dilemma we usually find ourselves in, 
sir. 

Mr. Ray. Is there any rule that you can say you follow? 

Mr. Turman. No, sir. I do not think there is any rule because 
foreign trade is a matter of a buyer and a seller and a competitive 
factor with commodities. It is a competitive factor of freight rates 
and I do not know of any rule that could measure how rates should 
be in that way. 

Mr. Ray. These rates are the contract rates, I take it ? 

Mr. Turman. Yes, sir. 

Mr. Ray. What is the percentage by which the noncontract rates 
are higher ? 

Mr. Turman. Twenty percent. 

Mr. Ray. Is that true of all conferences ? 

Mr. Cocke. No; the Gulf Conferences. 

Mr. Ray. All to which you belong? 

Mr. Turman. Not all that we Seles to but all we belong to in 
the gulf. The Far East Conference has a different differential but 
in the gulf we have a differential on cotton and most commodities of 
20 percent. 

Mr. Ray. Is it right to assume that no cargo moves at the non- 
contract rate? 

Mr. Cocke. Very little. 

Mr. Turman. I do not know of any. 

Mr. Ray. That is just a theoretical position, a stabilizer ? 

Mr. Cooke. Well, the position is, Mr. Congressman, that we are 
very fortunate that in cotton, for example, practically every cotton 
shipper is a contract signer and we have the majority of shippers in 
all different commodities that have signed a contract. 

Mr. Ray. I have just one more question. Have you had to im- 
pose penalties on any shipper for departing from the contract ? 
or, Turman. Yes, sir. We now have at issue several cases of 
that. 

Mr, Ray. Have you been able to enforce the penalties in any 
cases 

Mr. Cocks. We have not collected. 

Mr. Ray. You have not collected ? 

Mr. Cocke. It is still outstanding. We have not collected. 

Mr. Ray. That is all, Mr. Chairman. 

Mr. Cuarrman. Mr. Garmatz? 

Mr. Garmatz. Mr. Chairman. 

Mr. Turman, I think ~— made an exceptionally fine statement here 
and have gone very much into detail all through it. 
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I would like to congratulate you especially on your replacement 
program, which I think is very, very important along with this dual 
rate program. 

You area member of how many conferences ? 

Mr. Turman. There are so many that I cannot remember. 

Mr. Cocke. It is 29. 

Mr. TurMAN. We area member of a conference in every trade where 
there is one which we operate. In other words, we believe in con- 
ferences. We are members if there are conferences in existence. 

Mr. Garmatz. On page 14, you speak of those nonconference carriers 
in New Orleans and Galveston. Are they mostly American or 
foreign ? 

Mr. Turman. On page 14, I think this reference had to do with the 
prewar situation. We do have nonconference competition today, some 
irregular carriers. 

Mr. Garmatz. Are they foreign ? 

Mr. Turman. They are foreign and American. 

The CHarrMan. Let me interrupt. 

Mr. Tollefson, the ranking minority member of this committee, is 
now present. 

Mr. Garmatz. You speak about cotton here. Is that one of your 
main cargoes ¢ 

Mr. Turman. Mr. Garmatz, to answer your question, cotton is the 
commodity on which Lykes derives the greatest source of revenue. 

Mr. Garmatz. I know it is difficult but I was going to ask what 
percentage it is, roughly ? 

Mr. Turman. It varies from year to year, depending on the crop. 

Mr. Garmatz. That is your main cargo, though ? 

Mr. Turman. That is our greatest source of revenue; yes, sir. 

Mr. Garmatz. I have one more question. With reference to the 
Maritime Board, I did not quite get all of your answers. Do you feel as 
though they have enough power or do they need more power or, if they 
have the power, are they using the power necessary ? 

Mr. Turman. That isthe point I cannot answer. Whether they have 
sufficient power or whether they do not use the power they have, I 
do not know. 

Mr. Garmatz. That is all, Mr. Chairman, for the time being. 

The CHatrman. Mr. Mailliard. 

Mr. Marirr1arp. When you mentioned the dual rate, sir, originating 
for the most part in about 1930, the contract system, when was the first 
litigation ? Was there any litigation before the war in an attempt to 
show that these contracts were illegal ? 

Mr. Turman. As faras I can recall, there was not. 

Mr. Marrarp. So that, the legal challenge came, I presume, when 
shipping more or less returned to normal after the war around 1948 
or 1949? 

Mr. Turman. That is my recollection, sir. 

Mr. Marmurarp. Would Mr. Cocke know when the first suit was 
filed ? 

Mr. Cocker. There was one case which I think Mr. Webster is look- 
ing up that occurred some time back but that was the only one. 

During the period of 1929 and 1930, there was no legal action as 
far as I know. 
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It all came after World War II. There were some minor cases 
that came out but nothing like the attacks or cases that came after 
the war. There was U.S. v. Cunard. 

Mr. Mari1arp. I was pursuing the chairman’s point that appar- 
ently the Government specifically must have approved, and believed 
that this was legal, and I was wondering whether they did that in 
the face of opinion to the contrary or w hether the point had never 
been raised ? 

Mr. Cocke. Mr. Mailliard, they took the position that in trying to 
stop rate wars and cut rate competition, the idea or suggestion came 
up about the contract system and they went for it. I do not think 
they gave much consideration to the legal end because I do not believe 
that they thought that was anything to speak of. 

During those days in the old Shipping Board, the traffic department, 
you might say, was one of the most important branches or depart- 
ments of that. 

The traffic people, like Mr. Love, Mr. Frey, Mr. Smull, and Mr. 
Keene, in the old days went into these things. They had as much 
knowledge as the operators themselves and took an active interest. If 
they thought rates were discriminatory they would go to the confer- 
ences and tell the conferences that and, in practically every instance, 
the conference would follow their suggestions. 

I do not want any more regulation today. I think they have it but 
I do believe they could go into more matters if they had more per- 
sonnel, which I understand they are going to try to get. 

We do not want any more regulation but I think a lot of these 
matters could be handled informally if the Board went into these 
matters more clearly then they are doing. 

Mr. Turman. I might add that during the period that Mr. Cocke 
is talking about, Mr. ‘Love and Mr. Smuil were two practical steam- 
shipmen. They were, I would think, two of the outstanding steam- 
shipmen in this country. They had come to Washington after World 
War I and were in Government service. I think Mr. Cocke is trying 
to say that, from a practical standpoint, they approached a great. many 
of these problems on a purely business realistic basis. 

Mr. Mamu1Arp. That sort of fits in, it seems to me, Mr. Turman, 
with the suggestion you made that if you had any criticism it would 
be the high state of technicality with which the Government tends 
to deal with these problems. 

I am wondering whether that is not part of your supervisory prob- 
lem: that we have not enough practical steamshipmen but too many 
lawyers. 

Mr. TurmMan. We used to be down for hearings years ago to have 
hearings before the Maritime Board and half the time you did not 
have a lawyer with you. Now if you do not go down there flanked 
with about 16 of them, you are in trouble. Maybe we get in trouble 
because they are withus. Iam not taking cracks at lawyers. 

The Cuatrman. Mr. Downing. 

Mr. Downtna. Mr. Chairman. 

We have had some people say that you could abolish the dual rate 
and have the conferences set up one standard rate and that they would 
still get as much business as they ever had because a shipper wants 
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regularity of service, dependable service. What would be your 
opinion on that? 

Mr. Turman. I think that is absolutely wrong and I think it has 
been demonstrated in the period when you did not have it. You get a 
very, very low level of rates. In other words, the liner operator to 
provide the type of service that is really needed in our foreign com- 
merce, to take care of it, has to have frequenc Vy, port coverage, 1 regul: ur’- 
ity, and it is only through this tie-in that the conference lines are 
assured, to a reasonable degree of sufficient revenue to provide that type 
of service. 

Now, if you did not have this type of dual rate system, I think you 
would find in a great many cases that those lines who were not tied 
to areas, if things were disturbed or developed in another direction, 
would take the ships and go wherever the pastures were greener. 

Under this system they have considerations which tend to make 
them: want to stay constant in the trade and it is in the interest of the 
shippers, and I think it is a definite tie-in there mutually. 

Mr. Downine. Mr. Turman, in the Gulf Conferences, of course, 
cotton is king. How about the other commodities that you migitt 
export? Are they accorded the same consideration with reference to 
setting rates ? 

Mr. Turman. I think that you have to make this distinction. 
Wherever you have groups of shippers to where they are of sufficient 
magnitude and where they can appoint committees of their own to 
deal with the conferences, then they get that same type of treatment. 
But where you have odd shippers here and there and yon, as Mr. Carlys 
said, they put their problem up to the conference and the conference, 
] think, ‘endeavors to deal with them and tries to deal fairly, but I 
do not think that you have probably the same negotiation as you do 
with the larger shipper groups. I think it just happens that way, be- 
cause in this case there are small committees that talk for the entire 
group. 

Mr. Downine. I have one final question along the lines pursued by 
Mr. Ray. I take it that your operating costs have increased over the 
last 10 years, have they not? 

Mr. Turan. Yes, indeed, sir. 

Mr. Downtne. Yet your rates on cotton have decreased over the 
past 10 years from $1.60 per hundred to $1.45. 

Mr. Turman. That is right. 

Mr. Down1ne. Has some other commodity been increased greatly 
to make up for this loss? 

Mr. Turman. No; I think all rates are down proportionately. That 
is one of the inconsistencies of foreign trade an untrammeled competi- 
tion. On the one hand, you have the American exporter fighting for 
sales against the rest of the world in certain markets and in turn he 
gets pressure on him to cut his cost to stay competitive, and he is 
going to approach the conference to get the rates down and he may 
have to cut his prices some but, as I just pointed out, the inconsistency 
is when volume goes down and when you really need the higher rates 
it always happens in the opposite way. 

Mr. Downtnea. That is all, sir. 

The Cuatrman. Gentlemen of the committee, we were invited to 
visit the State legislature and were we in any other State, we would 
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certainly conform with an invitation of that type. It is now 25 min- 
utes of 12. We were invited to be there at 12 o’clock. We are going 
to adjourn now and enjoy that privilege and honor. 

It iscustomary that the committee recess at 12 o’clock and meet again 
at 2 o’clock, but today we have to go along as much as we can and 
we are going to adjourn now and meet back here at 20 minutes of 2. 

You will continue as a witness this afternoon because Mr. Casey 
and Mr. Glenn, and the distinguished gentleman from Washington, 
Mr. Tollefson, the ranking member of the committee certainly would 
like to ask you some questions, I am sure. 

The committee will now recess until 20 minutes of 2. 

(Whereupon, at 11:35 a.m., a recess was taken until 1:40 p.m., this 
same day.) 

AFTERNOON SESSION 


The hearing was resumed at 1:40 p.m., pursuant to the recess. 
The Cuarmman. The committee will be in order. 
Come right up, Mr. Turman. 


STATEMENT OF SOLON B. TURMAN, PRESIDENT, LYKES BROS. 
STEAMSHIP C0., INC., NEW ORLEANS, LA.—Resumed 


The Cuamman. Mr. Downing, you had completed, sir? 

Mr. Downrna. Yes, sir. 

The Cuarrman. Mr. Glenn. 

Mr. Guenn. Mr. Turman, I think you said that your company has 
a long range program of vessel replacement. 

Mr. Turman. Yes, sir. 

Mr. Guenn. I think some other companies do also. I am of the 
opinion that all steamship lines in this country will eventually have 
to do the same thing. 

The question I want to ask you is this: Will you be in a better posi- 
tion to meet this program and the financing of it under a conference 
dual rate system or without it ? 

Mr. TurmMANn. Without some tie such as a dual rate system, I think 
we would find it, if not impossible, very difficult to comply with this 
program, sir. 

Mr. Guenn. Thank you. That is all. 

The Cuamman. Mr. Casey. 

Mr. Casey. Mr. Turman, from your experience in the shipping in- 
dustry of approximately 40 years or more, do you think there is a 
place in the U.S. maritime picture for the independent operator ? 

Mr. Turman. That is, did you mean, do I think that it is something 
needed in the picture? 

Mr. Casey. I mean do you think it is healthy to have independent 
operators or do you think that every carrier should belong to a 
conference ? 

Mr. Turman. Of course, my answer is going to be that the wish 
will be the father to the thought. I would rather see everybody a 
member of the conference, and I think he could do as well or better 
maybe being a member of the conference. 

Mr. Casry. I am not talking about it from the carrier’s standpoint. 
I am talking about it from the standpoint of the U.S. maritime serv- 
ice, what is good for our country. 
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Mr. Turman. I do not think it is necessary to have him. 

Mr. Casry. You do not think that there is really any need for an 
independent operator? 

Mr. Turman. No, sir; I do not, because I think you will always 
have sufficient competition either with or without. 

Mr. Casry. Where would that competition come in without the in- 
dependent operator ? 

Mr. Turman. We already have great competition within the con- 
ference. As far as an independent operator, 1 do not think you could 
prevent him, but if you do not have him as an American, you are 
liable to have him as a foreigner. 

The seas are very free and open. I do not think that you are ever 
going to find a time when you do a have some competition in the 
offshore business. 

Mr. Casry. Do you not have some trade routes now where there is 
no independent liner operator 

Mr. Turman. If it is, it is probably a very temporary situation. 

In my experience I have never seen an extended period when we did 
not have competition. 

Mr. Casey. You, of course, quite frequently here state, as on page 
8, in the middle of ‘the page, where you say that you have to continue 
to protect yourselves against unfair rate competition, and then on page 
9 you cite in No. 5, under the transcript here, that “it is a necessary 
competitive measure to offset the effect of nonconference competition 
in the trade.” In other words, you keep citing this as a necessary 
defense and protection from the independent operator, the need for 
the conference system and the dual rate system. 

Of course, we have heard from the other side, from the in- 
dependents, that they need some protection from the conference with 
which they are in competition, due to the fact that they say that the 
conferences freeze them out of all the business. 

Mr. Turman. May I point out, sir, on page 9, where you quoted 
No. 5, that that is quoting from the findings of the Maritime Board 
in one of their dockets. 

Mr. Casey. Yes, sir; but you cite it as one of your arguments. 

Mr. Turman. I cite it, and I agree with it. 

Mr. Casey. I assume you do. 

Mr. Turman. As to the competition of the particular line that 
has taken great issue with this, I think it is obvious that the day 
the conference came down and met those rates and went low enough 
and removed that umbrella, he is out of business and joins us. His 
great strength is that for the amount of cargo he takes to meet that 
competition, if you will, would be a tremendous sacrifice, would be a 

rate war or something which, as many shippers have testified, ae 
upset stability in marketing and everything else. 

Mr. Casry. Back to what I was talking about, you again cite, on 
page 10, as one of your benefits to steamship owners to be in a con- 
ference, that it v otects against competitive operations of tramp ships 
or others, and I assume ‘that that “or others” includes independent 
liner operation. 

Mr. Turman. Yes, sir. 

Mr. Casry. Do you think that their argument that they need some 
protection from the conference system has validity where a particular 
conference on a trade route sews up all the business? 
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Mr. Turman. No, because they have access at any time to join us. 

Mr. Casey. Then that brings us down to the point where you have 
nothing but a conference serving a particular trade route. What 
protection does the shipper have ? 

Mr. Turman. I think the shipper has every protection he wants. 
He would be dealt with reason by the conference. It is a mutual 
situation. Any time that any group of shippers, any number of them 
become dissatisfied, this thing breaks up. Whenever you find sufficient 
shippers in any of these trades, whether it be cotton or whatever it 
is, that become dissatisfied and think it is not a mutually satisfactory 
situation, if they resign from this thing, I think the whole thing breaks 
of its own momentum. 

Mr. Casry. You are talking about the shippers ? 

Mr. Turman. I am talking about the shippers. They have the 
control within themselves. 

Mr. Casey. I know that. 

Mr. Turman. In other words, this is not a unilateral situation. 

Mr. Casry. We are taken down to the point now where there are 
no independent liner operators and you have a trade route and the 
only thing there is a conference which you say is the desirable situa- 
tion in your opinion. It is true that, where you have that, the con- 
ference sets the rates subject to w hat you consider reasonable and, 
as you stated, in the conference in which you are active on the gulf 
coast, you deal with groups such as the cotton exporters and large 
groups. 

You have independent competition in some of these gulf ports in 
some of these trade routes; do you not ? 

Mr. Turman. Yes, sir. 

Mr. Casey. Would you be that reasonable if you had no competition 
from any independent ? 

Mr. Turman. The answer to that is—remember that in interna- 
tional trade you have the freedom of the seas. I characterize the 
cotton contract as a model. 

Mr. Casey. Yes, sir. 

Mr. Turman. Now, I say to you that there are 3 or 4 shippers that 
are big enough within themselves in volume in this group of cotton 
people, or any number of them collectively, that the day that they are 
dissatisfied with the operation of that dual rate system they can get 
100 ships anywhere they want to in the free market and charter them 
and put them on and break this contract up whenever they want to. 

I think that you are thinking in terms of an American oper ator who 
is operating under a certain system who has taken exception to this, 
but your competitive situation is worldwide. There is no way that 
you can control this. 

My contention is that this is a business deal, that there are con- 
siderations on both sides which it is felt by both the shippers and the 
ship owners that they are willing to bind themselves here not by coer- 
cion but by mutual interest; but the day that it operates so that it is 
not satisfactory to them, do not ever worry about them having access 
to inaugurating something else. 

Mr. Casey. I agree with you, Mr. Turman, on that with reference 
to big shippers such as the cotton industry, which is pretty well bound 
together, and they stick together for the common good just like the 
conference members stick together for the common good 
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How about someone who is not a part and parcel of any large organ- 
ization such as that? What does he have other than your desire to give 
him what you consider a reasonable rate and your desire to advance 
the export business of his particular business and to give him good 
competitive price in the foreign market ? 

Mr. Turman. I think that your question answers itself by virtue of 
the fact that you have the other shippers who have been the ones that 
promoted just this. If he did not have the conference he would not 
have the bargaining power in volume to come in and get the same rate 
that the larger shipper will. In other words, the greater protection he 
has is just this. 

I think it answers its own question. 

Mr. Casry. That gets us back to the thing we have been kicking 
around: What is the actual realistic rate? Is it your contract rate 
or is it your noncontract rate or is it the rate that the independent 
quotes, and you have a spread there ? 

Mr. Turman. I do not think the independent has had a thing to do 
with it. 

Really, the independent that you are talking about is coming in and 
the part that he is handling up to now is not volume taken as a whole. 
I mean if the conference figured that they had to meet his competi- 
tion they could do it if they want to put that rate down to a level 
where he is simply going to join them or stop. That has been demon- 
strated in one of the rate wars that you have had, if I am not mis- 
taken, from the Far East, where he just simply stopped his service. Is 
that not what happened? He disappeared from the trade ¢ 

Mr. Cocker. Yes. 

Mr. Casry. You think the realistic rate is the contract rate? 

Mr. Turman. I think that is the rate; right, sir. 

Mr. Casey. Now then, do you ship any cotton from, say, South 
America to the States ? 

Mr. Turman. We do not happen to. 

Mr. Casry. Do you carry any? 

Mr. Turman. Not from the part of South America that we serve; 
no, sir. 

Mr. Caszy. Do you carry cotton to the United States from any 
point ? 

Mr. Turman. I think we might have brought some in from Egypt 
once or twice. 

Mr. Cocker. We brought some in from Egypt to Charleston in the 
Carolinas where they use a certain type of cotton to blend with that, 
but outside of that, we have not handled any foreign cotton. 

Mr. Casey. How does the rate on inbound compare to the outbound 
cotton ? 

Mr. Cocke. I would like to answer that. 

One of the deals we made with the cotton people was that we would 
be cognizant of the rate from foreign countries and one of the reasons 
for the last reduction from $1.60 to $1.45 from the gulf to the United 
Kingdom, Continent, and Mediterranean, was due to the fact that 
several rates from foreign origins to those competing points in 
Europe had been reduced. That is one of the reasons we gave con- 
sideration to that 15-point reduction. 

We watch those rates very closely. We do not always meet them 
but we do give consideration to them. 
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Mr. Casry. We have run into testimony in the past here in these 
hearings, and I do not know whether you were present, Mr. Turman, 
where we would find that on the very same item, automobiles for 
instance, the rate from the United States to the European continent 
was higher than for shipping the same thing from the European 
continent on the same exact vessel, same company, same vessel. 

Mr. Turman. I think that is understandable. Again you have to 
orient yourself to the fact that world trade—the price of the ships 
and overall freight market—is supply and demand. On any com- 
modity like these automobiles—if they moved in sufficient volume— 
conceivably, if the consignees could cabin the full cargo lot they could 
go out and charter ships under conditions prevailing at this time 
when there is a surplus of ships, but there are other times when they 
would probably find that they could not operate in the same degree 
on a free market as they do today. In the international trade, com- 
petition is not a constant thing; it is degree up and down. 

Mr. Casgy. How much opportunity does a small shipper have to 
confer with you about making rates ? 

Mr. Turman. Well, we have found that they have never hesitated 
to take their problems up with us. 

Mr. Casey. In the conferences in which you operate and in which 
you have an active part, do you make it a practice to lend an attentive 
ear to them and try to solve their problems ? 

Mr. Turman. I say “Yes,” sir. 

Mr. Casey. We have had some testimony from one shipper for in- 
stance, that made a request for consideration on a rate, and he had not 
heard from them at all, and I just wondered if that was your 
experience. 

Mr. Turman. I think that in a case where that happens it is not by 
deliberation but sometimes things go a little wrong and sometimes 
we get requests from shippers which we think are absolutely absurd 
and without merit, the same way they may think about us. We get 
those. I think that is just human. It works both ways. 

Mr. Cassy. Do you think, in the event where there is a trade route, 
where there is nothing but conference service, that there should be any 
governmental regulation on the rates other than what there is now ? 

Mr. Turman. I think that you always have to have some Govern- 
ment regulation in the public interest, and I think that under the 
Shipping Act that we certainly have a degree of that. As I have said 
before, I am not in position to judge whether it is sufficient or whether 
it is not exercised to the degree it should be, but I think that you 
have always got to have some Government regulation in the public 
interest. 

Mr. Casry. Do you think there should be any more than there is 
now ¢ 

Mr. Turman. Well, frankly, it is hard for me to make a specific 
statement on that degree. You have different conditions. Lykes 
operates from the gulf and South Atlantic ports alone. We do not 
operate from the North Atlantic, nor do we operate from the Pacific. 
It is traditional in the shipping business that you have different condi- 
tions prevailing on these coasts and in the different foreign countries, 
and where we do not have one problem in our area it may be a real 
problem in another area. So that if you ask that I give an opinion 
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as to what should be done, I think that this has to be correlated. I 
think that we in the shipping business under this committee that Mr. 
Cocke heads, as between principals, steamship owners, that we are 
learning a great deal more about each other’s individual problems and 
I think that our group is going to look at a lot of things that come out 
of this in the same way certainly that Mr. Bonner and his committee 
will, and we will come up in due course and we will give you specific 
recommendations. 

You asked me that question this morning, Mr. Bonner. 

One thing I am convinced of, though, and that is that as far as 
legislation 1s concerned, we should have legislation continuing this 
waiver under the Antitrust Act. I think that is absolutely essential ; 
in other words, a continuation of the ability to perform under some 
tie or contractual arrangement as we now have under this conference 
system. 

What is in addition to that, how you would amend or strengthen to 
attract these other things—I think they have to be weighed by our 
people and certainly, in the final analysis, you will be the judge; but 
we will come up with recommendations. 

Mr. Cassy. You do not have any opinion as to whether or not there 
should be any rate regulation any more than there is now in the 
event that a trade route is serviced only by conference lines? 

Mr. Turman. I do not think that any regulation is needed in that 
instance, as I repeat, in this so-called dual rate system the shippers can 
stop tomorrow if they want to, of their own volition. If they think 
that it is not equitable or not in their interest, all it takes is a group 
of them to say, “We are through with it,” and they can get enough 
outside competition to break this up. 

Mr. Casey. I have no more questions, Mr. Chairman. 

The CuHatrman. Mr. Tollefson. 

Mr. Totterson. Thank you, Mr. Chairman. 

Mr. Turman, I am sorry that I missed your original statement. The 
members of the committee, during the noon hour, told me that it was 
an excellent statement and, on the basis of their comments, I would 
like to commend you for the statement. 

Are there many American independent operators ? 

Mr. Turman. No, sir. I do not know of many that are nonconfer- 
ence operators. 

Mr. Totierson. Are there many foreign independents? 

Mr. Turman. Well, I would say that I know in our trades that 
there are one or two and they are very formidable competition; but 
I think that potentially there could be any day additional competition 
of that character. 

Mr. ToLLErson. You mentioned the fact that, if large shippers 
especia’ y were dissatisfied with the rates or service, they could correct 
the situation by offering their shipments to somebody else outside the 
conference presently serving them. To whom would they offer their 
cargoes ¢ 

Mr. Turman. I think that you could find a hundred foreign owners 
tomorrow that would move in with any type of inducement from any 
of these large shippers. They would move in tomorrow. 

Mr. Totierson. I assume from what you say that they would not 
be reluctant to move into a trade route where there is a conference, 
simply because there is a conference there ? 
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Mr. Turman. No. I think they would move in because they wanted 
to get in a trade or it looked lucrative to them at the time. 

In our experience, we have had a number of people over the years 
where traditionally their prime business has been as tramp owners; 
that is, ship for bulk cargoes. But under certain conditions they de- 
cided, “well, it might be lucrative and we are going to come in and 
set ourselves up as a berth operator.” But our experiece has been that 
they usually do not last too long there because immediately the market 
gets exceedingly good they can make a quicker profit in returning back 
to the bulk trades because those trades react quicker to supply and 
demand and the rates go up. 

We had one graphic example with a very well known English firm— 
the Ropner Line. Before World War II, they were one of the most 
successful tramping British operators. They used to take full cargoes 
all around the world. That. was their business. 

After World War II, they wanted to get into the Gulf-United 
Kingdom-Continental trade and they established themselves there 
and went along with regular sailings and even joined the conference, 
but they found, as time went on, that the pasture looked greener else- 
where—that they thought they could make more money elsewhere and 
they withdrew from the trade and they returned to their old type of 
operation. 

There have been cases of that. We had one case in South Africa. I 
think Dreyfus was a big international commodity merchant and they 
owned some ships. They decided to establish themselves in the gulf- 
Southeast African trade. 

We tried to see if they would not get in the conference. They said 
they would if we would split the business with them on a pooling ar- 
rangement. We declined to do that. They stayed in for quite an ex- 
tended period and they had rates that were less than our but finally 
they found that they could do better and they left that trade. 

Mr. Totierson. Now then, how does the American independent 
normally compete with a conference and when I say “an American 
independent,” I am. talking about an independent who is not. sub- 
sidized. What is the general practice? If he comes into a trade route 
and competes with a conference, what is his best method of compe- 
tition ? 

Mr. Turman. Well, I imagine if he wanted to come in on that basis, 
he is just doing like the one is now. As long as the umbrella is up 
and it looks as if it keeps the rain out, that is a good way to follow. 

Mr. Totterson. There was some testimony earlier in the hearings 
about this matter and my impression was that the idividual finds out 
what the conference rate is and then he comes in and offers services 
at a percentage less, say 10 percent less. 

Mr. Turman. That is right, sir. 

Mr. Totterson. Is that common practice? 

Mr. Turman. That is about the way it goes today, sir. 

Mr. Totterson. Is that one reason why you have the dual rate 
system ? 

Mr. Turman. No. That is just part of one reason. It is among, 
collectively, others. 

In my presentation here today, in essence I tried to characterize, 

s I see it, this tie with which the shippers and shipowners are tied 
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in, known as the dual rate system, as a tie of mutual considerations 
like any other deal and, where on the one hand we tell the shippers, 
“We will give you regularity of service, we give stability of rates over 
an extended period and frequency of service in consideration for which 
we must have your support on a volume basis so that we can continue 
to do these things.” 

Mr. Totierson. If the independent offered all the things you offered, 
regularity of service and all that sort of thing and in addition said, 
“I will give you a rate 10 percent lower than the conference charges,” 
how would you meet that ? 

Mr. TurmMan. We either ignore it or we have to put the rate down. 
And, if it gets low enough, he stops. Of course, it is a matter of 
preference. Everybody makes up his own mind and must have some 
reason why he does not do one or the other. 

Mr. Totierson. Coming back to a point that you made, and it is 
a good one—although I have not read your statement or heard it, I 
did glance through ‘it and you made reference to the Supreme Court 
decision which you characterize as being a sort of legal technical 
decision based upon the statute. 

The committee is going to have to come up with some kind of pro- 
posal in the final analysis and it is going to have to be a legislative 
proposal, probably in the form of amendment to existing law. I gather 
that you are reluctant to give, say, the Maritime Administration—the 
Maritime Board first—say that the dual rate contract system is legal 
and then also set up some procedure whereby you file your rates 
with the Maritime Board and the Maritime Board says, “After looking 
at them, these rates are O.K.” Would you have any objection to that’ 7 

Mr. Turman. The first part, I would go for that completely. The 
second part, to a degree; particularly since you have a different situa- 
tion in the international trade with foreign governments as compared 
with the way ICC works, I still believe that the approach as provided 
by the Shipping Act of a disapproval rather than a positive approval 
is more desirable. In other words, I think any time that there is : 
discrimination they certainly should have the right to disapprove, 
which in itself will correct it. 

Mr. Touuerson. I think that, as I remember, the Maritime Admin- 
istrator testified that he had authority to take a position on the basis 
that what was proposed was detrimental to the commerce of the United 
States. At least I understood his testimony to be that he felt that this 
gave him more authority than perhaps was understood. 

Now, in procedures for filing of rates with authority on the part 
of the Administrator or the Board to s say, “These rates are too high 
because they are detrimental to the interest of the U.S. shipping”— 
maybe that. authority might not be a regulatory authority as com- 
plete as that given to the IC ‘C, or the CAB, or whatever it is. 

Mr. Turman. I think you would be getting on very dangerous in- 
ternational ground if you went that far. In other words, if we took 
the type of action that you said in that broad sense, detrimental to 
commerce in a big bro: ad w ay, there would be nothing to hamper 
the other nation from taking the same sort of action. I think you 
have to deal with these things in very broad terms. 

Mr. Totterson. As I understood Mr. Morse’s testimony, if it was 
Mr. Morse, he has that authority now. 
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Mr. Turman. I think that he has but it has to be used with great 
discretion when you get down in the realm of the relationship of 
ourselves with other nations and the possible retaliatory actions. 

Mr. Totterson. As one fellow put it, I am trying to think out loud 
with you here, having in mind the Supreme Court decision, which 
I agree with you was a technical one, and I am satisfied in my own 
mind that, had the statute said the dual rates are O.K., the Supreme 
Court would have decided differently. 

Mr. Turman. My reference to that legal opinion there comes from 
our attorney and I think Lykes’ attorney is pretty well versed on this 
subject. He has stated that it is his very definite opinion that on the 
merits or demerits of this case, the Supreme Court’s action in no way 
went into that phase but it was simply the technical verbiage of that 
law that, as they ruled, was in contravention of the Sherman law, 
however you put it. 

Mr. Totterson. Maybe somebody has already done it but I would 
like to see some witness, at some point before the committee’s hearings 
are completed, come forward with a fairly specific suggestion with 
respect to how statutes are to be amended. I hope that you have that 
in mind. 

Mr. Turman. Mr. Tollefson, it is my understanding that our group, 
the association of owners that have banded together in this committee, 
after they have the benefit of the information here that comes out 
of these hearings, which I repeat, I think are beneficial to us as well 
as to your committee, will with the different circumstances on each 
coast come up in the very near future with some positive suggestions 
on this in the way of recommendations. 

Mr. Totierson. Thank you. That is all, Mr. Chairman. 

The Cuarrman. Mr. Drewry? 

Mr. Drewry. Mr. Turman, not only you but most or a number of 
other witnesses who have preceded you in earlier hearings have used 
the expression “dual-rate system” or “contract system” or “some simi- 
lar tie” or “some other effective tie” but we have yet to find out what 
that alternative might be. 

What do you mean by “or other similar tie”? What is similar? 

Mr. Turman. Well, I do not know. I am just reaching out in the 
air for some alternative. I cannot think of one. 

I think, actually, the word “deferred” rebate is anathema in cer- 
tain circles within our country. To me itisnot. I think that is the 
clean-cut forward way in these matters. 

Mr. Drewry. I was going to ask you why it was anathema. 

Mr. Turman. I do not know whether it is but it seems to be. 

Mr. Drewry. Would that be your thought as an alternative? 

Mr. Turman. It certainly would but there has been built up such 
prejudice against the idea of rebate which, in international shipping 
other than the United States, is not only im rates but it is in every- 
thing. 

Mr. Drewry. When the deferred rebate system was outlawed in 
the United States, there was no regulation of any kind, was there? 

Mr. Turman. I think there was not. That is what I understand. 

Mr. Drewry. So, conceivably, the deferred rebate system considered 
in conjunction with an additive regulation might be made something 
other than a dirty word. 
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Mr. Turman. I should think so. 

Mr. Drewry. Are there any other types of ties that you can think 
of or that are used in international shipping other than the dual-rate 
system or the deferred-rebate system ¢ ; 

Mr. Turman. The only one used very generally in other places 1s 
the deferred rebate, and other rebates on the side, too. That is hard 
to pin down. 

Mr. Drewry. Is that a system or practice / 

Mr. Turman. I do not know. It looks like a lot of people are born 
with it at times. 

Mr. Drewry. Because the fighting ship is not a system. That is a 
weapon. When was the American Cotton Shippers Association 
formed ? 

Mr. Turman. There has been one, as far as I can remember, since I 
have been in this business. 

Mr. Drewry. How long has it been that the conference has been 
negotiating their annual or periodic contracts ¢ 

Mr. Turman. Since 1949 when this last one was put into effect. 

Mr. Drewry. I believe you said that almost all of the American 
cotton shippers are members of that association. 

Mr. Turman. Yes, sir. 

Mr. Drewry. Are you familiar with the association’s requirements 
and the membership requirements of the members ? 

Mr. Turman. No; Iam not. I think it is open to almost any one 
and practically all the cotton shippers belong to it, as I understand. 

Mr. Drewry. I assume they will answer that question for us later 
on. 

Mr. Turman. Yes. 

Mr. Drewry. Cotton is your principal commodity 

Mr. Turman. General cargo commodities; yes, sir. 

Mr. Drewry. What would be the next three or four principal com- 
modities ? 

Mr. Turman. Well, we handle a lot of chemical products and a lot 
of agricultural products, flour and rice and processed agricultural 
articles. 

Mr. Drewry. Military ? 

Mr. Turman. Military, yes, sir. 

Mr. Drewry. You mentioned what Lykes had done during the 
Korean-Suez situations in regard to chartering additional vessels. 
Did the foreign members of your conferences do a similar thing? 

Mr. Turan. No; they did not and they had a good reason. I 
mean the freight market was so tight that I do not think they could 
have chartered ships had they wanted to or the prices of the charter 
ships would have been exorbitant. 

n other words, the conference level of rates could not rise corre- 
spondingly and concurrently with the general rise in the charter 
market. 

Mr. Drewry. You charter yours from the reserve fleet ? 

Mr. TurmMan. Yes. 

Mr. Drewry. Of course, that would not be available to foreign 
countries. 

Mr. Turman. That is correct. 
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Mr. Drewry. The reason I asked the question is that I am not sure 
that from your experience, what you did, that that case alone really 
supports your contention that conferences are a good thing. Unless 
all the members of a conference, or most of them, do a similar thing 
I do not think that is proved. 

Mr. Turman. It does not necessarily. I have seen many times 
when business is international trade has been good, most of the ship- 
ping available is employed, and I find that they even increase their 
service if they can get the ships. I think that most of the conference 
lines feel an obligation under this system to protect their obligation. 

Mr. Drewry. Is it or is it not a fact that in the case of cotton there 
is a contract negotiated with the cotton shippers and in your other 
conference contracts there is a basic conference contract used by all 
other shippers? 

Mr. Turman. That is correct. However, it is my impression that 
we do negotiate contracts like with the carbon black people as a group, 
that is correct. 

Mr. Cocke. We have from time to time, Mr. Drewry, negotiated 
special contracts with shippers of other commodities. In other words, 
the position in the gulf has been where shippers, individuals it could 
be or a group, desired a special contract for certain reasons we would 
negotiate them and we have done it. We have made special contracts 
with carbon black and special contracts for other commodities so that, 
while we have a general contract, we are ready and willing at all 
times to consider the special needs of the commodity and we have 
that. 

Mr. Drewry. That is all, Mr. Chairman. 

The Cuarman. Mr. Cowen. 

Mr. Cowen. I note, Mr. Turman, that you state on page 17: 


Lykes meets its obligation to provide adequate shipping space for its shippers. 


You are a member of 26 conferences and in any of the conference 
contracts, does the contract provide for guaranteed space for any 
shipper ? 

Mr. Turman. Any signatory, right. It does not guarantee. There 
is no guarantee. There is an assurance. It is not as binding. 

Mr. Cowen. There is no guarantee at all to any shipper that space 
will be provided ? 

Mr. Turman. No, there is an assurance rather than a guarantee. 

Mr. Cowen. In regard to Mr. Casey’s question as to which was 
the realistic rate, the contract or noncontract, did you say the non- 
contract rate was the realistic rate? 

Mr. Turman. Well, I would say that the contract rate, in my opin- 
ion, would be the realistic rate on the theory that most shippers are 
enjoying that rate and go along with this system. 

Mr. Cowen. Then I believe you said there was a 20 percent differ- 
ential. 

Mr. Turman. I believe so. 

Mr. Cowen. Then a person who was not a signatory to the contract 
would actually be paying a 20 percent penalty ? 

Mr. Turman. He is not paying a penalty because he is entitled to 
come and get it. If we prevented him from getting it he would be 
penalized. 
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Mr. Cowen. I understand that, but, if the realistic rate is what 
you gave to your signatory, then the man who does not sign actually 
is paying 20 percent S abov e? 

Mr. Turman. You are getting me on a very theoretical line of 
reasoning. I say and I want to clarify while I say it, that the con- 
tract rate in actual practice becomes the realistic rate as far as the 
trade is concerned, because the majority of all the trade are getting 
that rate. There is a consideration that it becomes a realistic rate 
by virtue of the majority using it. 

Mr. Cowen. What percent of the cargo generally is contract 
shipment ? 

Mr. Turman. I think that most of the general cargo in our trade, 
is that correct, is under contract ? 

Mr. Cocke. Yes. 

Mr. Cowen. What would be the general nature of the other type of 
cargo? 

Mr. Turman. The bulk cargo is an open rate commodity, sir. 

Mr. Cowen. Now that brings up the proposition of your open rates. 
You say the dual rate is a necessity for regular and stable service. 
If under the same dual rate system the conferences have certain open 
rates 

Mr. Turman. The only open rates are bulk cargoes that I know of. 

Mr. Cowen. Is there an open rate on coffee? 

Mr. Turman. I donot know. 

Mr. Cocks. Not generally. 

Mr. Turman. Coffee, I think, is probably under contract. That 
would be my understanding. 

Mr. Cowen. Now you say that the vast majority or possibly all of 
the cotton people in this country are a part of that cotton organization 
and that the conference people and cotton people sit down and nego- 
tiatea rate. Do you think that this negotiation between the committee 
from the conference and a committee from the cotton people might be 
a violation of the antitrust law in that, if the cotton people are speak- 
ing for the entire industry, are they not in the position then of setting 
rates themselves in violation of antitrust laws? 

Mr. Turman. Well, if they do it is by a delegation. I do not believe 
there is any difference than when they sit down through negotiations 
and negotiate labor contracts. Is that against the law? ‘They sign 
these contracts. What, in effect, has happened, is that a small com- 
mittee is delegated by the membership to sit down and negotiate with 
the conference people but no one of the shippers is bound by that 
unless he individually decides to sign that contract. 

Mr. Cowen. I understand that, but if the entire cotton industry is 
one entity and that entity joins with the conferences to set rates 

Mr. Turman. He is not committed at any time unless he elects to 
go along. 

Mr. Cowen. All right, sir. 

Now you state on page 6 that “Lykes’ membership in conferences 
commenced initially in the early 1990's eae 

Mr. Turman. Right. 

Mr. Cowen. Has Lykes been a member of conferences since that 
date, sir ? 

Mr. Turman. Yes. 
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Mr. Cowen. You believe the conference system is the only way to 
operate ? 

Mr. Turman. I do not know if it is the only way. That is a broad 
term. Certainly it is the only practical one that we know of. 

Mr. Cowen. You are familiar, of course, with the four actions 
which Lykes brought against various conferences for membership, 
are you not, sir ? 

Mr. Turman. Well, we havea little hassle once in a while in matters 
of that kind. You know people are going to be human and sometimes 
we all get in line or out of line. That is the reason you have laws 
and regulations. 

Mr. Cowen. In that instance, you were acting as an independent 
and brought action against the four conferences and complained as a 
conference they were keeping Lykes from obtaining any part of the 
cotton trade. 

Mr. Turman. We feel that Lykes’ philosophy is that anybody that 
wants to become a member of this conference that owns ships may 
come in and maintain regular common carrier service, and will comply 
with the regulations, is entitled to membership, and we always take 
that position with respect to anyone trying to come in. 

We expect we are entitled to say something. 

Mr. Cowen. In that instance in 1947 you were on the outside look- 
ing in? 

Mr. Turman. We got in. 

Mr. Cowen. I agree with that, sir, but when you were on the outside 
looking in, you were castigating the conference system as being in 
restraint of trade. 

Mr. Turman. We were doing anything we could to get in that con- 
ference. We wanted in. 

Mr. Cowen. All right, sir. 

Mr. Turman. We can use the language either way we think is going 
to be good for the case, as lawyers do. 

Mr. Cowen. Thank you, sir. That is all. 

The CHarrMan. Since the morning testimony, have you had an op- 
portunity to think over the question I asked you? Have you any other 
thoughts about it? That is, what should this committee do? 

Mr. Turman. Mr. Chairman, I think I got into it in answer to Mr. 
Casey a moment ago. After thinking more about your question, I 
think that after this working group of the lines here in support of 
this contract system has had an opportunity to get the benefit of these 
hearings, the experience they get on each one of these coasts 

The Cuarrman. Then you are going to offer some suggestions ? 

Mr. Turman. They will come and give you a very specific recom- 
mendation, but in the meantime I am convinced, regardless of what 
those recommendations will be, that the present law should be amended 
if it is to leave any reflection on this so-called dual rate system, what- 
ever you do in strengthening or whatever that part of it that is used 
collaterally. 

The Cuarrman. Thank you very much. You have made a very 
fine witness. 

We appreciate the time taken out of your busy life to appear be- 
fore us. 

Mr. Turman. I want to thank this committee for letting me come 
here. I think, certainly on my own part, that the industry is certainly 
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very fortunate to have a congressional committee have the patience 
to hear all of our troubles and woes with the interest you have taken 
in it. 

Thank you, sir. 

The CuarrMan. I am going to change the schedule a little. 

Mr. S. M. Nickey, Jr., executive vice president, Nickey Bros., Inc., 
Memphis, Tenn., was in Washington and stood aside, so that I am 
going to make up for it at this time. 

Mr. Nickey ? 


STATEMENT OF S. M. NICKEY, JR., PRESIDENT, NICKEY BROS., 
INC., MEMPHIS, TENN., AND EXECUTIVE, LOUISIANA PLYWOOD 
ENTERPRISES, INC., AND SUPERIOR VENEER CO. 


Mr. Nickey. Thank you, Mr. Chairman. 

I am president of Nickey Bros., Inc., of Memphis, Tenn., who im- 
port and export. Iam also an executive of Louisiana Plywood En- 
terprises, Inc., and Superior Veneer Co., the two latter concerns be- 
ing primarily engaged in the import of foreign hardwoods for sale 
to Nickey Bros. and other woodworking companies. 

My companies engage in the import of foreign hardwoods and in 
the export of domestic hardwoods and have been so engaged for 
more than 30 years. We have offices in Manila and in London. It is 
with great pleasure that I appear to speak on behalf of the conference 
system. 

If I may interject, in June I believe at the hearing in Washington, 
one of the members of the committee was questioning a shipper wit- 
ness and made some remarks about was he not afraid to testify because 
there would be discrimination? I really smiled at that because I am 
one testifying for the conference and yet I have a lawsuit with them, 
so [am certainly not afraid of any discrimination. 

We do business not only with the Far Eastern conferences but also 
with several of the European conferences. The major part of our 
shipping is handled through Associated Steamship Lines (Manila con- 
ference) which has jurisdiction over rates from the Philippine Islands 
tothe United States. 

Based upon this experience, I can say in all candor that the con- 
ferences render invaluable services to my industry. 

I would like to add that I certainly second Mr. Turman’s remarks 
about the benefits to a shipper, particularly a small shipper, such as 
myself. 

In the importation of foreign hardwoods, there is a considerable 
lapse of time between the purchase of logs standing in the forest and 
eventual delivery on the shores of the United States. In the case of 
some foreign timbers, this lapse will be as much as 1 year, but gen- 
erally speaking the average would be approximately 3 months. Be- 
cause of the substantial investment required of importers of these 
timbers, it is essential that sales contracts for these imports be executed 
as far in advance of delivery as possible and in order to execute these 
sales contracts we must know the ocean freight rate. It is vital, there- 
fore, that our rates must have that stability which is given us by the 
conference system. 
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Though stability of rates is important, a matter of equal importance 
is regularity of service. In order to properly operate a m: anufactur- 
ing plant in any industry, it is necessary to have a continuous flow of 
raw materials. My company, like many others, is unable to maintain 
a tremendous inventory of its raw materials. Accordingly, we must 
have a continuous and regular supply of these materials. The con- 
ference system has given us this regulartty of service. For example, 
during the Korean crisis we were given space on conference vessels 
when that space could have been given to others that would have earned 
greater revenues for the steamship lines. 

I understand that this committee is making a broad investigation 
of the maritime field but it is devoting prime consideration to the con- 
tract system, and I would like to say a word in support of that system 
specifically. I feel that I am qualified to speak on this subject because 
I have long been engaged in both the import and export of logs, 
lumber, and lumber products and the very existence of my business 
is based in large part on my ability to obtain a regular supply of raw 
materials with a re: isonably stable freight rate. But business dealings 
cannot be conducted on a one-way street. If I depend on the confer- 
ence for regularity of service and stability of rates, then, likewise, the 
conference must be able to depend on me for the same regularity and 
stability if it is to operate economically. The steamship lines cannot 
afford to furnish me with regular service if I have the option of using 
it one day and declinging it the next in favor of a nonconference vessel 
whose service on that route will be only temporary. 

Since the contract rate system is the very heart of the conference 
system, it would seem to me that its elimination would destroy con- 
ferences. Further, it should be noted that our domestic lines are 
competing with many foreign-flag lines for business. None of these 
foreign lines are subject to ‘that governmental supervision which we 
have come to demand. On the contrary, their governments tend to 
encourage a laissez-faire type of operation, and antitrust regulation 
of their business is tot: uly lacking in most instances. It is only 
through conferences and, in turn, their supervision by the Federal 
Maritime Board, that regulation of foreign lines can be anticipated. 
If the contract system is eliminated, then the m: jor reason for confer- 
ence existence vanishes together with all possibility of regulation 
and supervision. 

In recent years the majority of our dealings has been with Associ- 
ated Steamship Lines (Manila conference). We first entered that 
trade in 1945 for the principal purpose of importing Philippine 
mahogany logs. At that time the log and lumber rates were on parity. 
Unfortunately, the conference increased the log rate substantially and 
our efforts to obtain relief by voluntary action of the conference were 
unsuccessful. I might add that was in spite of the fact that we had 
the support of the Lykes line over which we were shipping. 

On or about January 1, 1957, we received the 90-day notice of an 
increase in freight rates but, again, the log rate was increased sub- 
stantially and on April 1, 1957, we filed a complaint with the Federal 
Maritime Board charging the conference with discrimination against 
log importers and in favor of lumber i importers. 

‘T would like to add here that, as a small shipper, we did not know 
just what to expect when we went before the Maritime Board, but 
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it was a most refreshing experience. We were given every consider- 
ation. We were certainly treated with courtesy rand I found them a 
very wonderful agency of the Government to deal with. 

At the same time we requested the Board to suspend the log rate 
increase pending a hearing and final determination of the matter 
before the Board. This request’ was refused and it was most 
detrimental to our industry since the rate spread between the two 
commodities had made it uneconomical to import logs. By virtue of a 
separate lawsuit filed in the U.S. District Court for the Western 
District of Tennessee the conference did agree to deposit in escrow 
the difference between the log and lumber rate on all logs imported 
by my company pending final determination of the matter before the 
Maritime Board. That escrow account eventually amounted to ap- 
proximately $70,000 for my company, but we were denied the use of 
that money for a considerable period of time even though it was 
eventually paid to us. 

This committee can well understand the burden to which a small 
business is subjected when $70,000 of its capital is withdrawn. 

The hearing on our complaint before the Maritime Board was held 
in Memphis and New York in September of 1957 and the decision of 
the hearing examiner was rendered in March of 1958, or almost 1 year 
from the date of the filing of the petition. Fortunately, there was no 
appeal from the determination of the hearing examiner that we had 
been discriminated against, but more than 18 months elapsed before 
the Maritime Board rendered its final decision. Had the case been 
appealed to the Maritime Board with subsequent appeals to the courts, 
it could very well have been 3 to 5 years before my company would 
have received a final decision in the case. This, in spite of the fact 
that the Maritime Board and its staff handled the matter as ex- 
peditiously as possible. 

Though I commend the conference principle, I do most urgently 
request the committee to devise procedures that will permit small 
businesses such as mine to obtain speedier relief from the Maritime 
Board. 

I have three concrete recommendations, therefore : 

(1) That Congress give legislative sanction to the contract rate 
system. The elimination of that system would create havoc not only in 
the shipping industry but in many domestic industries that are de- 
pendent on that industry for supplies of foreign raw materials. 

(2) That the Federal Maritime Board be given authority to suspend 
a conference rate increase upon a prima facie showing of discrimina- 
tion against a shipper. As I understand it, the Maritime Board has 
this authority for intercoastal shipments but does not have such au- 
thority for foreign commerce. 

(3) That a law be enacted establishing procedural steps before the 
Maritime Board to permit a speedy determination of charges of 
discrimination and other rate violations of the Shipping Act. 

I appreciate very much the opportunity of appearing before this 
committee and would be glad to answer any questions that any mem- 
ber of the committee or its staff might have. 

The Cuairman. Mr. Tollefson. 

Mr. Totierson. Mr. Chairman I commend Mr. Nickey for not only 
a good statement but for more concrete suggestions than we have 
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heretofore been given. I had not read your statement but these same 
thoughts were running through my mind as I was talking to Mr. 
Turman. 

T have no questions. 

The CuarrMan. Mr. Garmatz. 

Mr. Garmatz. Mr. Nickey, referring to this suggested recommenda- 
tion on page 5, if they had that particular authority would that 
bring your case out sooner and lai them to give the decision right 
there? 

Mr. Nickey. Yes. 

Mr. Garmatz. You say they do have that authority for inter- 
coastal but not for foreign commerce ? 

Mr. Nickey. That is my understanding. 

Mr. Garmatz. If they were given that author ity for foreign com- 
merce, your own case would probably have been handled immediately. 

Mr. Nickey. Yes, sir. I have every confidence that the Maritime 
Board will protect me as a small shipper in my rates provided they 
can act fast enough to give me relief before it is too late. 

Mr. Garmatz. I have one more question. On page 1, you say: 

Because of the substantial investment required of importers of these timbers, 
it is essential that sales contracts for these imports be executed as far in advance 
of delivery as possible and in order to execute these sales contracts we must 
know the ocean freight rate. It is vital, therefore, that our rates must have 
that stability which is given us by the conference system. 

How long do you have to wait to get a rate change? Do you get 
that in any reasonable time to help your so-called sales business ? 

Mr. Nickey. Our rates are usually at a minimum for 90 days and 
are usually for a 6-month period. 

Mr. Garmatz. A change of rate is that long a period? 

Mr. Nickey. Yes; I know it is 90 days. I think that is in our 
contract. Itis never changed in less than 90 days. 

Mr. Garmatz. That is all I have, Mr. Chairman. Thank you. 

The Cuatrman. Mr. Ray. 

Mr. Ray. I have no questions. 

The Cuarrman. Mr. Downing. 

Mr. Downtna. I have one question, sir. 

In your statement, you stated that your company filed a complaint 
with the Federal Maritime Board charging the conference with dis- 
crimination against log importers and in favor of lumber importers. 

Mr. Nickey. Yes, sir. 

Mr. en nine. What basis did you have for making that complaint ? 

Mr. Nickey. Well, originally the rates on logs and lumber were 
the same and then the rates were increased on logs above that of 
lumber and our claim was that the cost of transportation and other 
factors did not justify any such difference in rates. 

Mr. Downtne. That they were tending to favor the lumber 
importers ? 

Mr. Nickey. Yes, sir; or the lumber shipper. 

Mr. Downtnea. Do you think there was any reason why they should 
favor the lumber importers ? 

Mr. Nickey. No.sir; we did not think there was. 

Mr. Downtna. Did they purposely try to favor the lumber importer 
or was it an inadvertent thing? 
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Mr. Nickey. I think they purposely did. I think the Philippine 
lumber producers influenced their decision to make the lumber rates 
lower than the log rates. 

Mr. Downrnc. How do the Philippine producers influence the 
conference ? 

Mr. Nickey. They go to the conference and say, “We want this rate 
on lumber.” 

Mr. Downrne. Did you find that, as a matter of fact, to be true? 

Mr. Nickey. Yes, sir. 

Mr. Downrne. That is all. 

The Cuarrman. Mr. Mailliard. 

Mr. Marti1arp. Following Mr. Downing’s questioning, in this case 
the conference is located in Manila; is it not? 

Mr. Nickey. Yes, sir. 

Mr. Mauurarp. And presumably it is dominated by foreign lines 
rather than American lines? 

Mr. Nickey. There is more membership of foreign lines. 

Mr. Mariirarp. So that, certainly on the face of it, it would be an 
assumption that somebody was favoring the Philippine sawmill op- 
erators to the best of their ability to do so ¢ 

Mr. Nickey. Yes. 

Mr. Matuiarp. But I must say I think this is a very excellent case 
for exhibit to show how our laws work pretty well to straighten the 
thing out. 

Mr. Nickey. Yes; they do. 

Mr. Mariurarp. The only problem is the slowness with which they 
operate. 

I notice that you said that your request to suspend the log-rate 
increase pending a hearing was refused. Do I gather from what you 

said later on that it was because they did not have the legal authority 
to doit, or could they have done it ? 

Mr. Nickey. I think that they could have done it. I am not positive. 

Mr. Maitiiarp. Your recommendation (2) indicates that they could 
not have done it or at least I drew that inference. You did not say 
why they refused it and yet your No. 2 recommendation indicates that, 
as far as you know, they do not have the authority to suspend. 

Mr. Nickey. That is correct. I want it mandatory that on prima 
facie evidence it would be suspended. 

Mr. Mariu1arp. You want to make it mandatory. That is not quite 
what you say. You say they should be given the authority which leads 
me to believe that they do not now have it, or you would not suggest 
that we give it tothem. 

Mr. Nickey. That is correct. 

Mr. Maru1arp. So that their refusal was based apparently on lack 
of authority. 

Mr. Nickey. Yes, sir. That is the conference. I think I should 
have said that the conference refused to suspend it. 

Mr. Martiiarp. You say you filed a complaint. 

Mr. Nickey. The board did not have the authority. 

Mr. Matuuzarp. That is what I gathered. Just as a matter of com- 
ment to set the record straight, the intercoastal rates are controlled 
by the Interstate Commerce Commission and not by the Maritime 
Board so that maybe we ought to just lift that piece of of the Inter- 
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state Commerce Act and put it in so that Maritime has the same 
authority. That is really what you are recommending? 

Mr. Nicxry. Yes, sir. 

Mr. Marrx1arp. That is all, Mr. Chairman. 

The Cuarrman. Mr. Casey. 

Mr. Casey. Mr. Nickey, as I understand it, you filed a lawsuit in the 
U.S. district court pending the hearing before the Maritime Board 

Mr. Nickey. That is correct. 

Mr. Casry. And that lawsuit was based on the fact that it was a 
discriminatory rate. Wasthat the basis of your suit? 

Mr. Nickey. Yes, sir. 

" Mr. Casey. Now, then the conference just came in and agreed to 
deposit that difference in escrow and to go on the Maritime Board’s 
findings? 

Mr. Nickey. That is correct, Mr. Casey. 

Mr. Casey. In other words, you never tried the suit in the U.S. 
district court ? 

Mr. Nickey. No, sir; we never tried the suit. 

Mr. Casry. Had you not filed that suit, am I correct in assuming 
that, if the Maritime Board had found that the rate was discrimina- 
tory, the only relief they could have given you was to tell them, “Your 

rate is dicriminatory and you have to lower it,” and it would not have 
been retroactive. 

Mr. Nicxry. That is correct. 

Mr. Casry. And your only recourse would have been then to come 
in and sue and show in a separate action that it was discriminatory and 
you were entitled to a refund ? 

Mr. Nickey. Yes, sir. 

Mr. Casry. Then you did have some cooperation from the confer- 
ence in this matter ? 

Mr. Nickey. Yes, sir. We certainly had cooperation and assistance 
of Lykes who helped us. 

Mr. Casey. Do you belong to any association of shippers similar to 
the Cotton Shippers Association ? 

Mr. Nickry. Yes, I do, the lumber exporters, and we have met with 
the conference and we have asked and received rates on lumber to the 
United Kingdom. They have been very helpful and 2 or 3 years ago 
our hardwoods were losing out in Europe or actually had lost out in 
England because of Japanese competition and the level of rates pre- 

vailing then from Japan to England, the rate was lowered to enable 
us to cet back into the United Kingdom market and they have main- 
tained that rate and we are grt vdually regaining that market. That 
was done by the cooperation between the lumber exporters and the 
conference. 

Mr. Casey. In other words, then, your rate dealings are somewhat 
analogous to those of the cotton shippers ? 

Mr. Nickey. Verysimilar. That is on exports. 

Mr. Casey. This case that you referred to was an import case ? 

Mr. Nickey. That was an import case. 

Mr. Casry. In this instance, you were déaling, as an individual 
company instead of an association on this particular matter? 

Mr. Nickey. Yes, sir. 
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Mr. Casey. I think that is very enlightening as to backing up Mr. 
Turman’s statement about how they operate. 

Thank you 

The Cuarrman. Mr. Glenn. 

Mr. Guenn. Mr. Nickey, have you ever shipped by independents? 

Mr. Nickey. No, sir. 

Mr. Guienn. During this litigation that you had with the confer- 
ence, did you still continue to use conference lines ¢ 

Mr. Nickey. Yes, sir. 

Mr. GLENN. That is all. 

Mr. Nickey. We have had difficulty and at times we have inquired 
of independents but we have never been able to get space. 

The r pancontl Mr. Drewry. 

Mr. Drewry. Mr. Nickey, you have been engaged in the import and 
export business in lumber ‘and logs for 30 years. Have you ever:had 
any experience or any familiar ity or knowledge of rebating practices 
of the type that Mr. Turman mentioned in regard to, let us say, your 
competition ¢ 

Mr. Nickey. We have heard of it, certainly. 

Mr. Drewry. I take it that your trading experience is fairly well 
worldwide. It is oriental and western 

Mr. Nickey. Yes, sir. 

Mr. Drewry. Is it more prevalent in one area than in another? 

Mr. Nickey. Yes, sir. It is more prevalent in the Orient. 

Mr. Drewry. The Philippines and Japan / 

Mr. Nickey. Yes, sir. That is where we run across it most often. 

Mr. Drewry. What form does it take? 

Mr. Nickey. There is rebate. 

Mr. Drewry. It is just, “I will ship you a little back after the job 
has been done” ? 

Mr. Nickey. Yes, sir. 

Mr. Drewry. If that goes on extensively that, of course, knocks 
your stability of rates completely haywire. Doyou have any thoughts 
as to what, if anything, can be done to run that down? 

Mr. Nickey. No,sir;I donot. IwishI had. 

Mr. Drewry. Is it a very extensive practice ? 

Mr. Nickey. It depends on business conditions. 

Mr. Drewry. I think that is all, Mr. Chairman. 

The Cramman. Do I understand that the conference lines gave 
you a rebate ? 

Mr. Nickey. They have never given meany. No,sir. 

The Cuarman. Do I understand that the conference lines have 
given your competitors a rebate ? 

Mr. Nickey. There are foreign lines which have given my com- 
petitors, 

The CHatrmMan. In the conference? 

Mr. Nicxry. I presume they are in the conference. I am not 
familiar with all the members of the conference but I presume they 
are. 

The Cratrman. They are in their general trade route ? 

Mr. Nickey. Yes, sir. It is my opinion that they are conference 
members. 
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The Cuarrman. And the rates, in your industry, are made individ- 
ually by you and your competitors ? 

Mr. Nickey. Yes, sir. 

The Cuarrman. You do not make them asa group? 

Mr. Nickey. No, sir. 

The CHarman. Mr. Cowen. 

Mr. Cowen. I have no questions. 

The Cuarrman. Thank you very much. I regret that we did not 
have you at your scheduled time when you were in Washington, D.C. 

Mr. Nickey. I appreciate it very much, Mr. Chairman. 

The CuarrmMan. We will hear Mr. Otto Olsen, director of traffic and 
warehousing, Philip Morris, Inc. 


STATEMENT OF OTTO OLSEN, DIRECTOR, TRAFFIC AND 
WAREHOUSING, PHILIP MORRIS, INC. 


The Cuarrman. You may proceed. 

Mr. Otsen. Thank you, Mr. Chairman. 

My name it Otto Olsen. I am director of traffic and warehousing 
for Philip Morris, Inc., with the responsibilities for all corporate 
traffic policy. My transportation experience covers a period of over 
35 years in domestic and foreign shipping in the employ of this 
company. 

Philip Morris, Inc., is one of the leading manufacturers of ciga- 
rettes and tobacco products in the United States with principal 
plants in Richmond, Va., and Louisville, Ky. Oversea factories are 
located in England and Australia. 

Approximately 10 percent of our sales are made in oversea markets. 
We import approximately 10 million pounds of leaf tobacco per 
year. Der transportation requirements are generally taken care of 

y steamship conferences sailings. Occasionally a nonconference 
steamship sailing may be used for lack of a conference steamer. 


EXPORTS 


We have been users of the steamship conference contract system for 
over 30 years. At present, we have 34 contracts with the various 
steamship conferences operating from U.S. ports to oversea markets 
throughout the world. 

Our experience with the conference system and the dual rate sys- 
tem has been satisfactory. Dual rates carrying penalties, for ex- 
ample, to the Far East of $4 per ton and to certain Mediterranean 
ports a difference of 20 percent on a noncontract basis have not pre- 
sented us with any additional expense and are not objectionable to 
us. On numerous occasions when cargo space was scarce conference 
steamship lines have been especially cooperative and provided neces- 
sary space. Our terms of sale are usually f.a.s. (free alongside ship) 
steamer at port of New York or other U.S. ports. Most orders re- 
ceived require prompt shipment. Frequent scheduled sailings and 
dependable service at reasonable rates are essential. This the con- 
ference lines have provided. 
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IMPORTS (LEAF TOBACCO) 


We have used WINAC-Greece, Turkey, and Syria area westbound 
steamship conferences and their predecessors for 30 to 35 years 
and our experience has been generally satisfactory. 

Schedules have been well maintained, cargoes generally well taken 
care of by adequate dunnage and other protec and delivered in 
good condition. Insurance claims have been held to a minimum. 

While we have never entered into legal (no contracts were ever 
signed) or written agreements with any members of these con- 
ferences, usually we have succeeded in reaching mutual understand- 
ings about rates from year to year. The rates charged are thought 
to be fair and equitable under the circumstances prevailing. We 
have invariably paid the rates agreed upon and have never had any 
reason to believe the same rates are not charged to competitors. 

We have on occasion used nonconference lines when member lines 
were unable to furnish sailings. This was part of our understand- 
ing with conference lines. We have usually paid conference lines 
a few dollars a ton more than nonconference lines and this, in view 
of their good record of schedules and clean deliveries and their 
usual readiness to adopt suggested methods and improvement in 
service, has been satisfactory. 

Historically, the shipping industry has been threatened with self- 
destruction by rate wars and uncontrolled competition. Steamship 
conferences were organized to meet this situation. Nonconference 
sailings do not usually provide adequate service. We favor the 
continuation of the present steamship conference system as a means 
of providing frequent and dependable service at reasonable rates. 

Such continuation, of course, would be contingent upon whatever 
regulation congress may deem necessary. 

Thank you. 

The Cuairman. Mr. Olsen, have you ever had any experience with 
a rebate proposal ¢ 

Mr. Ousen. No, sir. 

The Cuarman. Mr. Garmatz. 

Mr. Garmatz. Mr. Olsen, in your third paragraph, in the last 
sentence you said— 

Occasionally a nonconference steamship sailing may be used for lack of a con- 
ference steamer. 

Mr. Otsen. That is right. 

Mr. Garmatz. In the second paragraph under “Exports” you say— 
* * * conference lines have provided. 


Once you say they do not and then you say they do. 

Mr. Otsen. No; that is not what I say. I am sorry that you see 
it that way. 

Mr. Garmatz. May I finish? ° 

Mr. Otsen. Iam sorry. 

Mr. Garmatz. Then on the second page in the second paragraph, 
you say— 


* * * We have on occasions used nonconference lines when member lines were 
unable to furnish sailings. 
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Mr. Otsen. Well, I think I can explain that. Normally leaf-tobacco 
are ge move during, we will say, September or October through 
to May. And you need a certain number of sailings which the con- 
ference steamship lines provide. 

The other day we had a lot of tobacco to move from Beirut. A 
letter of credit was established and provided lifting of the cargo by 
either of two conference sailings (American Export Lines and Fern- 
Ville Line), and as they did not have a ship in position we used a 
nonconference (steamer) s sailing. 

Our letter of credit had specified a certain limited period of loading. 

Mr. Garmatz. These are occasions of importing or exporting ? 

Mr. Otsen. That is importing. 

Mr. Garmatz. It is importing where you have the problem ? 

Mr. Oxsen. That is unusual. 

Mr. Garmatz. That is all. 

The Coarrman. Mr. Tollefson. 

Mr. Totterson. Mr. Olsen, I understand from your statement that 
you do not enter into a written agreement with the conference lines. 

Mr. Orsen. No, sir. 

Mr. Totierson. However, do you receive the same kind of treat- 
ment and service that shippers who do enter into written agreements 
get ¢ 

Mr. Ousen. You mean speaking about the same industry ? 

Mr. Totierson. Not necessarily; what I am getting at is, do you 
get the benefit of the dual rates ? 

Mr. Otsen. No; there is no such thing as a dual rate in this in- 
stance. The present rate, for example, from the eastern Mediterranean 
is $40 per ton and that rate is on file with the Federal Maritime 
Board, and that is the rate that applies to all shippers in this business. 

Mr. Totierson. Is that a rate that is reached by negotiation be- 
tween you and the conference lines ? 

Mr. Oxsen. That is right, on an individual basis. I am sure they 
consult everybody in the industr y: 

Mr. Totterson. As I understand your statement, you feel that the 
contract system offers you something in addition to just a matter of 
a certain rate. It is a matter of regularity of service or reliability 
of service ? 

Mr. Ousen. Frequency. 

Mr. Totterson. And other types of services ? 

Mr. Ousen. That is right. 

Mr. Totierson. Thats all, Mr. Chairman. 

The Cuarrman. Mr. Downing. 

Mr. Downtne. Mr. Olsen, I do not quite understand. You say 
you have no dual rates. 

Mr. Otsen. That is right. 

Mr. Downtna. Because it is a rate that is agreed on between your 
company and the carrier ? 

Mr. Orsen. That is right, from year to year. 

Mr. Downtne. Does that same rate hold for the other tobacco pro- 
ducers ? 

Mr. Orsen. That is right. 

Mr. Downtnea. It does hold ? 
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Mr. Otsen. As far as the conference goes. 

Mr. Downina. And you do not sign a contract ? 

Mr. OtsEen. No. 

Mr. Downtna. That is all, sir. 

The CuatrMan. Mr. Ray. 

Mr. Ray. I have no questions, Mr. Chairman. 

The CuarrMan. Mr. Casey. 

Mr. Casey. Do you reach this agreement with a particular shipping 
company or witha particular conference ? 

Mr. Otsen. With the individual company. 

Mr. Casey. With the individual company ? 

Mr. Ousen. In this case, American Export Lines and Fernville 
Lines. 

Mr. Casey. In other words, there may be other lines in the con- 
ference, but you use two specific lines ? 

Mr. Otsen. That is right. 

Mr. Casey. And you made your agreement with the two lines and 
not with the conference ? 

Mr. Otsen. That is right. 

Mr. Casey. Is your product one of these that is known as the open- 
rate product, 7 do you know? 

Mr. Otsen. I do not know of any such term. 

Mr. Casry. You are not familiar with the term where the particular 
thing is an open rate where each line of a conference can quote any 
rate that they want to or make any agreement that they want to? 

Mr. Onsen. As far as we know, that rate is the only rate being paid. 
We have checked that many times. That is the rate that is on file with 
the Maritime Board and is paid by all of the tobacco companies. 

Mr. Casey. You pay the rate that they file? 

Mr. Otsen. That is right. 

Mr. Casey. Dothey file a dual rate? 

Mr. Otsen. No, sir. 

Mr. Casey. They just file one rate ? 

Mr. Otsen. That is right. 

Mr. Casey. Do you know whether you get, say, a 20 percent less 
charge if you sign an exclusive contract with them? Have you ever 
asked about that ? 

Mr. Oxtsen. No; Iam sure the rate would not be any different. 

Mr. Casey. This is all on imports ¢ 

Mr. Otsen. Yes, sir. 

Mr. Casey. Do you get any rebate over there when you are 
importing ? ‘ 

Mr. Otsen. No, sir; we would not have any part of that. 

Mr. Casey. Do you know whether any exporter, say, where you get 
your tobacco, gets a rebate for shipping over here ? 

Mr. Onsen. Well, we feel confident that the conference lines that 
we use do not make any rebates. 

Mr. Casey. As I understand your statement then, there is no dual 
rate on the product that you ship and on the shipping lanes that you 
use ? 

Mr. Otsen. Just on imports. 

Mr. Casey. On the imports; that is where your major shipping is 
done; is that right ? 
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Mr. Ousen. No. 

Mr. Casry. You say you ship about 10 percent of your finished 
product overseas. 

Mr. Orsen. That is right. 

Mr. Casey. What does that amount to in tons in a year? 

Mr. Otsen. I would say roughly that the sales value would be over 
$10 million. 

Mr. Casry. You have tremendous volume overseas. That 10 percent 
looks like a small amount, but what we are talking about is quite a bit 
of overseas shipping, is it not ? 

Mr. Otsen. That is right. 

Mr. Casry. Do you have dual rates on that ? 

Mr. Otsen. No; we have dual rates in many of the conferences. 

Mr. Casey. You have dual rates? 

Mr. OLsen. Yes, sir. 

Mr. Casey. Do you sign written agreements on your exports? 

Mr. Otsen. Yes, sir. We have 34such agreements. 

Mr. Casey. You do make written agreements there? 

Mr. Otsen. Yes, sir. 

Mr. Casey. How do you hold them to a rate where you sign no 
contracts, you say, on your imports, with no written agreements? You 
mean you call them up on the phone? 

Mr. Oxrsen. No; we sit down and talk with our imported leaf peo- 
ple and the steamship people, and that is the agreed rate for the com- 
ing season. 

r. Casry. They say, “Next year we are going to charge you X 
dollars a ton,” and you walk out without any agreement ? 

Mr. Otsen. That is right. 

Mr. Casry. That is a good way of doing business if you can trust 
it, and evidently you have been able to trust it. 

That is all. 

The Cuarrman. Mr. Glenn. 

Mr. Guxwnn. Is that the method of doing business on importing 
with all the tobacco companies ? 

Mr. Oxson. I could not answer, but I would say that with those 
who deal with the same steamship lines that we do get the same 
treatment. 

Mr. GureNN. Do they have the same rates submitted to them as to 
you! 

Mr. Otsen. In effect, we pay the same rate after the deal is made. 

Mr. Gutenn. When you say you have contracts with various steam- 
ship conferences, you only mean on exports? 

Mr. Otsen. That is right. 

Mr. GuiEnNN. On importing you have no written contracts at all? 

Mr. Otsen. No, sir. 

Mr. Guenn. That is all. 

The Cuarrman. Mr. Drewry. 

Mr. Drewry. Mr. Olsen, I am still not quite clear about your in- 
bound import rates. You say that you reach mutual understandings 
from year to year. You mentioned the rates that were on file with 
the Maritime. Is that in the form of a tariff? 

Mr. Oxsen. I understand so. I have never seen the tariff. 

s Mr. Drewry. Then the tariff, presumably, states that it is good for 
year. 
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Mr. Oxsen. That is right. Well, it is the effective rate at the par- 
ticular time the tariff is filed. That may be carried from year to 
year. 
~ Mr. Drewry. But your experience has been that the rates are firm 
on a yearly basis ? 

Mr. Ousen. That is right. 

Mr. Drewry. In your imports, is that a steady flow of material or 
is it more or less of a seasonal thing ? 

Mr. Onsen. It is seasonal. 

Mr. Drewry. You bring in about 10 million pounds per year. Dur- 
ing what periods would that take place ? 

Mr. Otsen. From the fall of the year to spring, about April and 
sometimes May. 

Mr. Drewry. During that period it would be fairly regular? 

Mr. Ousen. That is right. 

Mr. Drewry. That is all, Mr. Chairman. 

The Cuarrman. The next witness will be Mr. A. J. Kneessy, traffic 
manager of the Brown & Williamson Tobacco Corp. 


STATEMENT OF A. J. KNEESSY, TRAFFIC MANAGER, BROWN & 
WILLIAMSON TOBACCO CORP. 


The CHarrMan. You may proceed. 

Mr. Knerrssy. My name is A. J. Kneessy. I am traffic manager of 
the Brown & Williamson Tobacco Corp., with head office at 1600 
West Hill Street, Louisville, Ky. I have been engaged in domestic 
and foreign traffic work for 40 years. 

I appreciate the opportunity granted me to express my views on 
the matter which is being considered by this committee, because one 
of the functions of my department is to supervise the flow of our 
finished products to customers and associated companies throughout 
the world, and the flow of various materials to such associated com- 
panies. 

Time did not permit us to determine how many export shipments 
we are concerned with annually, but I think I can correctly state they 
number several thousands. 

As will be observed from appendix No. 1, affixed to this statement, 
shipments of our products and various materials flow to all parts of 
the world and to a rather sizable number of countries and ports. 

May I say this: In addition, we showed, or attempted to show, in 
appendix No. 1 the names of the steamship companies which I say had 
jurisdiction to the individual | ee listed, whether to the best of our 
knowledge and belief that conference did or did not maintain the dual- 
rate system; whether, again to the best of our knowledge and belief, 
there happened to be any so-called independent or nonconference serv- 
ice to that port; and where the occasions were that there was an 
independent service, we put down the name of the vessel maintaining 
such independent or nonconference service. 

As I understand the situation, the committee, through hearings such 
as this one, is seeking facts and expressions from carriers and shippers 
for the purpose of determining whether steamship conferences should 
be permitted, and if so, whether the dual-rate system should be 
approved. 
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If it were my decision to make, I would rule at this time that the 
stamp of approval should be placed on steamship conferences, but 
not on the dual-rate system. 

I would so rule because while in my opinion it is very essential that 
ocean freight rates be stabilized, at least for reasonable periods of 
time, and alw ays should be applied uniformly, I cannot shut my eyes 
completely to the fact that in foreign commerce, as well as in domestic 
commerce, we live in a competitive economy, and the forces of compe- 
tition should not and actually cannot be put and kept in a strait- 
jacket. 

No one can deny that competition, when conducted along proper 
channels, sooner or later compels all entities engaged in a particular 
field of endeavor to either function in an eflicient manner, and be 
satisfied with a reasonable profit for his product or service, or die on 
the vine. 

Sitting in Louisville, I, for the past several years, through trade 
publications and commercial papers, have attempted to keep up in a 
general way with the proceedings before the Federal Maritime Board 
and the courts which have led up to hearings such as this one. 

Right or wrong, I am left with the feeling that there is no wide- 
spread objection ‘to steamship conferences, i.e., where the dual-rate 
system has not been invoked. I think the elimination of steamship 
conferences would create chaos in foreign trade. 

For example, every time we wanted to put in transit a particular lot 
of finished goods or materials destined a foreign customer or associated 
company—and it should be kept in mind that we would be in this posi- 
tion frequently every day of the yee ar—it would be necessary for us, Or 
someone acting for us, to poll every carrier which maintains service to 
the involved foreign port to ascertain the rate which each carrier cur- 
rently was quoting on the particular commodity we were shipping. 

Once this information has been developed, it then would be neces- 
sary to decide whether to effect dispatch via that carrier which had 
quoted the lowest rate, or use the carrier which had not quoted the 
lowest rate, but would situate our shipments at the foreign port of 
destination on a somewhat earlier date than the carrier which had 
quoted the lowest rate. 

It would be an impossibility to first determine from the foreign con- 
signee, which generally assumes the freight charges, whether the cost 
factor or the service factor should be given first consideration. In- 
stead the decision would have to be made on the spur of the moment, so 
to say, either by my department or our representative at port, and, un- 
doubtedly, the net result would be that many of the foreign consignees 
throughout the world would be second guessing us continually. 

No doubt in many instances where we have given the cost factor 
the major consideration, it would be contended that we should have 
placed greater importance on service; and conversely, where we had 
given the service factor major consideration, it often would be con- 
tended that we should have placed the emphasis on cost. 

Even though, on most of our finished goods and shipments of mate- 
rials to customers and associated companies in foreign lands, the 
freight charges are for the account of the foreign consignee, the for- 
eign consignee, because of exchange restrictions, often must set up cov- 
ering letters of credit, or situate in the United States, for our account, 
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sufficient funds to cover the c.i.f. value of shipments before we under- 
take to make dispatch from the U.S. port. I do not see how it would 
be possible to determine as accurately as we can today, the indicated 
eit. value of a particular lot of merchandise, if, from day to day, we 
would not know what would be the actual level of the freight charges 
at the time a shipment was cleared. 

To me, for foreign commerce to be carried on smoothly, ocean 
freight rates must be stabilized over extended periods of time, and 
applied as uniformly as possible. While the flow of many commodi- 
ties from the United States of America to foreign ports probably is 
such that the frequency and quality of the service is not as important 
as is true with our type of traffic, it nevertheless must be a fact that 
much of our foreign commerce is dependent upon the maintenance of 
frequent, dependable, and expeditious services maintained to ports 
throughout the world by carriers which either are obligated by govern- 
ment, or voluntarily maintain frequent and fixed s sailing schedules. 

These are important considerations in foreign trade, ‘because it re- 
quires U.S. dollars to purchase U.S. products, and the quicker mate- 
rials purchased with U.S. dollars are received by the foreign con- 
signee, the quicker such materials can be disposed of, and the quicker 
additional dollars made available for the purchase of additional prod- 
ucts of the United States. 

It seems to me that the carriers which day in and day out, in times 
of good business, and in times of bad business, maintain dependable 
service, should be given every reasonable opportunity, through the 
medium of steamship conferences, to establish, publish, and maintain 
uniform rates. 

While, at this time, I would not rule in favor of the dual rate sys- 
tem, I am not out of sympathy with the idea that shippers who sup- 
port a particular type of service, day in and day out, and who thereby 
help make frequent dependable services available for the casual user, 
should be accorded a greater degree of consideration than the casual 
user. It so happens, however, and I suspect this is true in many other 
instances, that our finished goods generally are sold f.a.s. U.S. port. 
This means that the ocean freight charges are for the account. of the 
foreign consignee, and despite “what anyone might argue or hold to 
the contrary, we cannot tell our foreign customers how to spend their 
money. 

Therefore, if a foreign customer stipulates that his merchandise 
must be cleared in a vessel operated by a so-called independent or non- 
conference carrier, we have no alternative but to do so. Then, too, 
for all we know, the customer’s requirement that we effect clearance 
of his merchandise in vessels operated by a particular carrier might 
be due to circumstances, or consideration entirely apart from the 
question of freight charges and services. I think some of the steam- 
ship conferences, in the past, have been unable, or unwilling to recog- 
nize this hard fact of life. 

Another reason why I do not favor, at this time, the dual rate sys- 
tem of rates is that I think it has a tendency to make it too easy for 
sarrier members of conferences to solve their revenue needs the easy 
way, rather than the hard way, and I adhere rather strongly to the 
belief that the easy way never offers a long range solution to any 
problem. By the easy way I mean increased freight rates. By the 
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hard way, I mean hard work; increased efficiency; and improved 
techniques. 

I truly believe that under the dual rate system, healthy competition 
cannot sie the role it should. Today, I believe, many trades are 
over tonnaged. If this is correct, and if under the dual rate system 
every carrier which decided to enter a particular trade, joined a steam- 
ship conference which operated under the dual rate system, would not 
the ultimate result be that all of the conference carriers in the over- 
tonnaged trade would have a continuing tendency to increase freight 

rates periodically, so regardless of the number of surplus vessels in 

a particular tr ade, and the level of the tonnage carried each voyage, 
the carrier’s revenue always would be sufficient to produce profit: able 
operations. 

I well realize there probably is no way to control the level of ship 
tonnage operated in a particular trade, ‘but then, on the other hand, 
should foreign commerce, through the medium of the dual rate system, 
be required to support unwarranted surplus ship tonnage in a par- 
ticular trade ? 

While, as previously stated, I think it is important that we have 
rate stability, and that rates be uniformly applied, I also hold to 
the belief that over and above rate stability, the question as to the 
reasonableness of rates always is an important consideration. 

IT have little or no sympathy for that carrier in either domestic or 
foreign commerce, which, regardless of the level of the rates main- 
tained by the major ity of the carriers, generally applies rates a fixed 
percentage below the rates applied by the majority, yet, on the other 
hand, can we afford to make it well nigh impossible, through the dual 
rate concept, for organizations which “perhaps are more efficient, em- 
ploy better techniques, or have more modest ideas as to what is a 
reasonable profit, to compete for business? I do not believe we can. 

The ability quite often of a so-called independent or nonconference 
carrier to adjust its services to a greater degree than can the confer- 
ence lines, as the flow of traffic between ports rises or falls, probably 
does give the so-called independent or nonconference carrier an ad- 
vantage over the conference lines. 

In a broad sense, however, I find it most difficult to believe that the 
so-called independent or nonconference carrier inherently is a more 
efficient operator than the conference lines. If it is, then there is indi- 
cated the need for the conference lines to improve their efficiency, so 
they can handle cargo at relatively the same cost as the independent 
carrier, and apply the same rates. 

If that is done, then of course, the independent carrier can offer 
little advantage over the conference carrier, and the conference car- 
riers will lose little traffic to the so-called independent. 

I think what is needed for the steamship industry is the passage by 
Congress of a law which will authorize steamship conferences, but not 
the dual rate system. I have in mind an act similar to the so-called 
Reed-Bulwinkle Act, passed some year ago by the Congress, which 
authorized agreements between or among two or more carriers, sub- 
ject to parts Z II, ILI, or LV, of the Interstate Commerce Act, relat- 
ing to rates, ‘classifications, "allowances, and charges. This act. is 
spelled out in section 5(a) part I, of the Interstate Commerce Act. 
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Under such an act, steamship conferences could function, with 
Government approval, once the terms of the agreement between all 
carriers in the conference had been submitted, and approved by the 
Federal Maritime Board. 

Before the provisions of an agreement between or among two or 
more carriers relating to rates, classifications, allowances, or charges 
was approved, shippers first would have an opportunity to submit to 
the Federal Maritime Board their objections to any provisions of 
the proposed agreement. Each agreement would have to provide for 
the right of any member of the conference, either before or after a 
proposed rate had not received favorable consideration by the confer- 
ence members, to independently announce that effective on a certain 
date, it was going to apply an adjusted rate on a particular commodity 
to one or more ports. 

Each conference would have to publish and make available to the 
public, gratis, or at a reasonable charge, tariffs setting forth all of its 
rates, rules and regulations, and whenever a particular member of the 
conference notified all other members and the conference, itself, that 
on a certain day it was going to make a specific rate effective on a par- 
ticular commodity to one or more ports, the conference automatically 
would have to supplement its tariff to alert every one to that fact. 
Other members of the conference, within their managerial discretion, 
could determine whether they would or would not meet the reduced 
rate. 

Today, if an independent or nonconference carrier enters a par- 
ticular trade, and all members of the conference serving that trade, 
or a specified number of them must agree to a rate adjustment shaped 
to meet the competition of the independent, or nonconference carrier, 
and the concurrence of all, or of the majority members of the confer- 
ence cannot be obtained, the competition of the independent or non- 
conference carrier is not met, even though one or more members of 
the conference could well afford to meet the rates quoted by the inde- 
pendent or noncon ference carrier. 

Quite possibly it could be stipulated by law that rates independ- 
ently announced by a member of a conference could be protested by 
other members of the conference, or by shippers before the Federal 
Maritime Board, and that the Federal Maritime Board could stay the 
application of the rates independently announced until it had deter- 
mined whether such rate was or was not proper. 

As is true with the railroads in the United States, profits are not 
dependent solely on the level of the freight rates. The volume of 
traffic handled is an important consideration. Sometimes, lower 
rates, with increased volume, will produce better earnings than higher 
rates with less volume. 

In other words, the twins of increased freight rates, and decreased 
share of the available traffic always do not produce the best earnings. 

I believe it has been argued, because in most trades foreign-flag car- 
riers greatly outnumber American-flag carriers, that through the 
medium of steamship conferences, foreign-flag carriers, or their finan- 
cial affiliates, can bring about such a high level of conference line rates 
as to make it impossible for the products of the United States to 
compete successfully with the products of other countries. 
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That possibly would be sound thinking under the dual-rate system, 
with no member of the conference allowed to independently announce 
a reduced rate. I do not see, however, where that danger would exist 
if steamship conferences, but not the dual-rate system, were permitted, 
and any member could independently announce a reduced rate, especi- 
ally if at least one member of each conference were an American-flag 
line, and if that carrier, in return for the subsidy generally received 
from the Government, undertook at all times, from the standpoint of 
ocean freight rates, to see to it that the products of the United States 
were able to compete successfully with the products of other countries. 

If, under the type of conference agreement I have in mind, a U.S. 
exporter, because of relatively high freight rates, was not able to 
compete successfully with his foreign competition, why then, under 
the type of law I have in mind, could he not report such facts to the 
Federal Maritime Board, which. i in turn, could call upon the Ameri- 

can-flag lines in the conference for an explanation as to why they 
continued to concur in freight rates which had an adverse effect on 
our economy. 

I believe that taxpayers contribute annually quite a bit in excess 
of $100 million per year to maintain the American merchant marine. 
Why should not this expenditure be used, wherever necessary, to pro- 
tect our position in the foreign markets, instead of being confined 
solely for the purpose of national defense, national prestige, and to 
create profits for the American-flag lines, regardless of the degree 
to which, from the standpoint of freight rates, they undertake to 
protect the economy of the United States. 

Mr. Garmarz (presiding). Mr. Tollefson. 

Mr. Totterson. Thank you, Mr. Chairman. 

Mr. Kneessy, do you people have agreements with the conferences ? 

Mr. Kwneessy. We have through an associated company and I will 
say this: Our inclination is to ‘work with the conference lines. 

Mr. Totiterson. What I want to know specifically is, do you have 
a written agreement with the conference lines providing for dual 
rates ? 

Mr. Kneessy. Well, the dual rate system is in effect; yes, sir. 

Mr. Totiterson. How long have you had that type of agreement? 
How long have you had agreements with the conference system, 
roughly ? 

Mr. Kwnerssy. I am going ot have to be a little verbose in answer- 
ing for this reason: Brown & Williamson is a composite of a British 
and American company. So isthe Export Leaf Tobacco Co. of Rich- 
mond. A number of years ago when my department was just 
concerned with the exportation of the finished products of ciga- 
rettes, I reached an understanding with the then traffic manager of 
the Export Leaf Tobacco Co. of Richmond that it would be rather 
silly for both offices to sign these conferences and he should go ahead 
and do it because he had most of the volume of leaf tobacco at that 
time. 

Automatically that provided that Brown & Williamson will be a 
party to the conference, so that you have asked me for some detail 
that I am not in position to glean from my records but I would say 
that the organization has gone along with conferences from the very 


beginning. 
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Mr. Totierson. What I was trying to get at was the next question: 
Have you had any experience as a shipper with shipping lines when 
there were ho conference syst ems ¢ 

Mr. Knerssy. Well, I guess I did. I started out in New York way 
back, but my memory is not too clear on that and therefore I would 
rather not answer. Iam not being evasive. 

Mr. Touierson. I appreciate that. These are broad questions. 
Could I ask this question, then. Most of your experience, as a shipper 
especially for this company or its affiliate, has been with conference 
systems which have had dual rate contracts ? 

Mr. Kweessy. Well, as you will see from these appendices, there 
are quite a number of conferences which do not have the dual rate. 

Mr. Toxterson. I appreciate that. 

Mr. Kwneressy. Wherever the dual rate has been in we have gone 
along with the conference. 

Mr. Totiterson. That is the point I was making. 

You take the position that you approve the conference system, but 
you are not so sure of the dual-rate practices or the dual-rate system. 
You do not subscribe to the dual-rate system but you do approve of 
the conference system ? 

Mr. Kneregssy. That is right. 

Mr. Toutzerson. Now, if: you could be convinced that the conference 
system would fail without the dual-rate system, then would you sub- 
scribe to the dual-rate system ? 

Mr. Kweessy. May I answer you in this way 

Mr. Totierson. Answer in any way you like. 

Mr. Kwneessy. All right. 

Basically, I am not opposed to the dual-rate system. The reason I 
do not subscribe to it today is that the responsibility for that rests 
entirely with the conferences themselves. Time after time we have 
tried to get over to them that when we sell merchandise f.a.s. a U.S. 
port, while that merchandise is shipped in our name, the customer 
is calling the shots. 

Now, if under the dual-rate system, merchandise sold f.a.s., U.S. 
port, was not made subject to the contract. agreement, I might view 
the conference concept in a more favorable light than I do today. 
I have had steamship men argue, “Here we get an order for 2,000 
cases of cigarettes. If you think anybody is going to walk away 
from an order for 2,000 cases of cigarettes because the customer says, 
‘I want this merchandise sent to Miami, Fla., for clearance in a 
schooner not from New York to a conference boat’; if you think 
anybody is going to walk away from that type of order, the confer- 
ence is all wrong. They have been silly enough to say, ‘Why don’t 
you tell the customer he has to take his ‘merchandise on a conference 
line?’ ” 

Mr. Totierson. I assume you have had some experiences like that ? 

Mr. Knerssy. I certainly have. 

Mr. Totiterson. How have you handled them ? 

Mr. Kwerssy. We have told the conference, “We are sorry but 
here it is.” 

Let. me say that fortunately in each instance the conference did 
not maintain a sailing service from that particular port. 

Mr. Totierson. You got along all right with the particular problem 
even though you had a conference agreement ? 
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Mr. Kwezssy. Solely because the conference dual-rate concept was 
on the defensive. Now, had Isbrandtsen not been attacking the dual- 
rate concept before the Federal Maritime Board and the courts for 
the last 5 or 10 years, I do not know. 

Mr. Totterson. Has your company suffered any ill effects or bad 
results because of the conference systems as presently operated ? 

Mr. Kwerssy. Are you talking from the standpoint of freight 
rates or from the standpoint of our being able to use nonconference 
lines where the customer, not Brown & Williamson but where the 
customer insisted that we use an independent or nonconference line ? 

Mr. Touierson. I can appreciate the problem that comes because 
the customer abroad says, “I want my tobacco which I am buying 
from you to come by such and such a line or such and such a ship.” 
I can see that problem | but what I am trying to get at is whether or 
not your shipping experience with the conference lines has been pretty 
satisfi vctory. 

Now tell us that, whatever the reason is. 

You say it is because they were on the defensive but the answer 
I want from you is, have you gotten along all right? 

Mr. Knerssy. Yes: but I “have to say possibly because they have 
been on the defensive. If you put the stamp of legality on the dual- 

rate system and do not provide for it not having applic ation on ship- 
ments which are sold f.a.s., U.S. port, I do not know what my answer 
then would be 6 months after that legality was placed on the dual-rate 
system. 

Mr. Totterson. You are assuming, are you not, Mr. Kneessy, that 
the conference lines have come to some understanding because they 
were on the defensive. 

Have they said to you that they have done it because they were on 
the defensive, or is this your assumption ? 

It may be correct or not. Iam trying to find out. 

Mr. Knrrssy. Some years back, the then traffic man: iger of the Ex- 
port Leaf Tobacco Co. had correspondence at my request with the 
chairman of one or more conferences about the very point I am talking 
about, recognizing the fact that on f.a.s. sales we cannot tell the cus- 
tomer how to spend his money and I am rather certain we never 
got a definite “Yes” from that gentleman from the steamship confer- 
ence recognizing that on f.a.s. sales we could not always contro] the 
steamer. 

Mr. ToutiErson. I can understand that. Looking at the other end 
of the stick, we do not know what transpired between the customer 
over there and a particular line either. 

Mr. Knerssy. No; and there is no way for us to control it and I do 
not think the Federal Maritime Board can control it. 

Mr. Totierson. Now, during your experience with the conference 
system, have the conference systems increased rates rather unduly ? 

Mr. Kwneessy. Yes. 

Mr. Totterson. You think they have? 

Mr. Kneessy. I certainly do, and I will cite one case. We had a rate 
of 60-some-odd dollars a ton weight or measurement go Guayaquil, 
Ecuador, and that rate went to $70, and I told the steamship executive, 
“T think you are making a mistake.” Of course, here is the hardship 
in our type of business when it comes to discussing whether a rate is or 
is not reasonable. 
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We have no facts which the steamship eompanies are required to 
submit to show their costs. 

Mr. Totterson. You, I assume, say that the rates in this particular 
instance went up unduly because they went up a certain percentage 
or a certain number of dollars. 

Mr. Kneessy. We feel that a rate of $60, $62, per ton weight or 
measurement from New York to the west oa of South America is 
avery good rate. 

Mr. TotitEerson. But you were not able to compare that rate with 
some other line ? 

Mr. Kwnegssy. I would not do that. I would not do that because 
conditions in every trade are different. Your rate to Europe will be 
er than your rate to the west coast of South America because you 

have a better balanced flow of traffic. 

Mr. TotieFson. So that what might at first glance seem to be an 
undue rate might be fully justified ? 

Mr. Kneessy. That is right. In other words, I would not use a 
rate on cigarettes from, say, New York to Rotterdam as the yardstick 
for a rate on cigarettes from New York to the west coast of South 
America. 

Mr. Totierson. Let me ask you one more question and then I will 
be through. 

You made reference to the possibility of a conference rate making it 
impossible for U.S. products to compete abroad. Has that been the 

case with your company ? 

Mr. Kneesy. No; the reason I made reference to that is, as I said 
in my submittal, I am sitting in Louisville and trying to keep up with 
what is going on, reading trade papers and what have you, and I believe 
in some of the material I reviewed that statement was made and I do 
not agree with it. I do not agree with it. I like to think that in any 
conference that we have an American-flag line and, I might say I was 
very favorably impressed with what Mr. Turman said this morning 
in his statement. I like to think if we have an American-flag line in 
any conference, particularly if it is subsidized, it is going to see to it 
that our economy is protected. 

Mr. Totterson. That is all, Mr. Chairman. 

The Cuarrman. The purpose of this is to maintain these American- 
flag lines? 

Mr. Kneessy. That is right. 

The CHarrmMan. Without some system we would not be able to 
maintain them ? 

Mr. Kwnesssy. I agree, sir, but on the other hand we have to be 
realistic. We cannot tell our customers. 

The CuatrMan. I understand that. 

Mr. Garmatz, do you have any questions of this witness ? 

Mr. Garmatz. I have just one question, Mr. Chairman. 

The CuarrmMan. I am going to set a time of 4 minutes for each 
member. Go ahead. 

Mr. Garmatz. On page 5, you say that a foreign customer may stip- 
ulate that merchandise be cleared on a certain vessel for this and that 
and you say it “might be due to circumstances, or consideration entire- 
ly apart from the question of freight charges and services.” 

What do you mean by that ? 
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Mr. Kwnerssy. You know I think we have to recognize the fact, and 
I am in favor of it, that if it is all right for us Americans to build 
a merchant marine that people in other lands also have the 1 ‘ight to 
build up a merchant marine of their own and we might have a fair 
movement of merchandise to a particular port and the government or 
capitalists in that country might decide to start a steamship line. 
They might say, “We are not going to join the conference,” and our 
customer , being of a patriotic bent, might say, “I want all my mer- 
chandise to move via the line that flies the flag of my country,” and 
what are we going to do? 

Mr. Garmatz. I have one more question, Mr. Chairman. 

You speak about all your experiences in the department as all on 
exporting. Would all these things that you speak about in your 
statement also apply to importing tobacco or do you have nothing 
to do with importing? f 

Mr. Knerssy. Yes, we import. 

Mr. GarMartz. Do’ you have the same problems with importing as 
you do with exporting? You list a lot of complaints and generalities. 
Would they be the same ? 

I do not think there is anywhere in your statement where you say 
one word about importing. 

Mr. Kwnerssy. Of course, I was speaking out against the dual rate 
system because of the knowledge that our finished goods are sold f.a.s. 
U.S. port and I know from experience that we would be in serious 
difficulties with our customers and the steamship conferences under 
the dual rate system if under the dual rate system there was no pro- 
vision made for f.a.s. shipments to be excluded. That is the thing I 
am trying to guard against. 

Mr. Garmatz. That is all, Mr. Chairman. 

The Cuatrman. Mr. Ray. 

Mr. Ray. I have no questions. 

The CratrmMan. Mr. Mailliard. 

Mr. Mariurarp. I have no questions. : 

The Cuatrman. Mr. Downing. ‘ 

Mr. Downtne. I have no questions, sir. 

The Cuatrman. Mr. Glenn. 

Mr. Gienn. Did you say that your company is a subsidiary of a 
British-American tobacco company ¢ 

Mr. Kwneessy. Yes. 

Mr. Gurnn. Is the British-American tobacco company a British 
company or American company ? 

Mr. Kwneessy. Well, I hold part of the stock. 

Mr. Guenn. I did not ask you that. 

Mr. Kwnerrssy. I mean the stock is scattered. 

Mr. Gutenn. Where is it incorporated ? 

Mr. Kweressy. England. 

Mr. Gienn. I am curious as to what you ship to some of these places 
listed on our appendix. You say cigarettes and other materials. 

Mr. Knesssy. All right. 

Mr. Gienn. One of the places listed here is, for instance, Cat Cay, 
Bahamas. 

Mr. Knressy. That would besmall lots of cigarettes. 
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Mr. Guenn. They hardly have enough in some of these places to live 
on without smoking ci igarettes. 

The Cuatman. Ci igarettes are a part of life. 

Mr. GLENN. Is it twist tobacco or something of that sort ? 

Mr. Kwnerssy. I had people in my department g go through this; I did 
not go through it myself. But you know in both World Wars and in 
the Korean episode, ‘the Armed Forces went to no end to keep the boys 
supplied with cigarettes because they recognized that while cigarettes 
were not an absolute necessity, down through the years they had be- 
come an acquired necessity, and maybe the natives in some of these 
islands feel the same way about it and we are in the business of selling 
cigarettes and I do not think our sales department would question 
why somebody was buying cigarettes when he needed a pair of pants. 
We want to sell them. 

Mr. Guenn. That isall, Mr. Chairman. 

The Cuarrman. Mr. Casey. 

Mr. Casey. Mr. Kneessy, on page 4 you compliment the conference 
carriers for good service while business is good and while times are bad, 
and then in the next paragraph you say, though you do not favor the 
dual-rate system, you are not out of sympathy with the idea that 
shippers which support a particular type of service day in and day 
out and— 
who thereby help make frequent dependable service available for the casual user. 


Mr. Kweessy. That is right. 

Mr. Casry. Let us for get about this f.a.s. business. What sort of 
consideration should they be accorded? The conference advocates of 
the dual-rate system say that the consideration they give is a lower 
rate by reason of them agreeing to ship all the time and helping them 
maintain this service. 

Mr. Kwnerrssy. Of course the steamship people are fine people, and I 
like them all, but I probably do not agree across the board with them on 
their saying that if we sign a contract with them we get. a lower rate. 

Mr. Casey. What other consideration do you think they ought to 
give them ? 

Mr. Knerssy. I think if we do not sign with them we get a higher 
rate. 

Mr. Casey. Well, all right. What consideration should they be 
accorded, then, for maintaining this service? 

Mr. Knexssy. As I say, I prepared this statement and expressed 
myself against the dual-rate system to guard against the possibility of 
Congress placing the stamp of legality on the dual-rate system. 

Mr. Casey. I understand that. I got that through all of this. 


Mr. Kwerrssy. If Congress will pass a law sucn as the Reed-Bul- 
winkle Act 





Mr. Casry. Yes,sir; I understand that. 

Mr. Knerssy (continuing). Which will put the stamp of legality 
on conferences and go a step further and put the stamp of approval on 
the dual-rate system, I will be for it with one qualification. It must 
be specifically spelled out in the law that merchandise sold f.a.s., 
U.S. port, is not subject to the dual-rate system where the customer 
exercises control. 
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Mr. Casry. Then does it not boil down to this, that you are not 
opposed to the dual-rate system so long as they do not arbitrarily 
apply it and say that everything that comes out of your plant has 
to go on the conference ship ¢ 

Mr. Kneessy. Let me answer in this way. There are two phases 
to every question. There is something right or wrong. I will say 
for the sake of argument or to concede the point you are trying to 
make that the dual-rate system is all right, but then we come to the 
second side of the coin, and it is a very important side: How is the 
dual-rate system going to be implemented ? 

Mr. Casey. Now stop right there. 

Mr. Knerssy. I will stop. 

Mr. Casry. Your biggest complaint is that if you put the stamp 
of approval on it, and then you sell FAS, they are going to come along 
and say, “You owe us a penalty because that shipment, although you 
put it alongside ship and your buyer said, ‘I want it to go Greek 
Line,’ ” they say, “You signed the contract. You are the signer and 
you have to pay the penalty.” That is your complaint. Is that right? 

Mr. Kwnerssy. Right. 

Mr. Casey. It is not the dual-rate system, but the way you are 
afraid it might be interpreted. 

Mr. Knerssy. That is right. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. I have no questions. 

The Cuarrman. Thank you very much. 

I want to say that I appreciate your statement also, sir. 

(The appendixes follow :) 
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STEAMSHIP CONFERENCE STUDY 721 


The CHarrman. The next witness is Mr. Heist, with the Reynolds 
Tobacco Co. 


STATEMENT OF AUGUST HEIST, TRAFFIC MANAGER, R. J. REYNOLDS 
TOBACCO CO., WINSTON-SALEM, N.C. 


Mr. Heist. My name is August Heist and I am Traffic Manager of 
R. J. Reynolds Tobacco Co., manufacturer of cigarettes, smoking and 
plug tobaccos with headquarters and manufacturing plants located 
in Winston-Salem, N.C. 

We are vitally interested in foreign commerce and regulations af- 
fecting such commerce as we export our manufactured products to 
foreign countries throughout the world and import a number of items, 
the largest volume of which is Turkish leaf tobacco, which moves from 

various Mediterranean ports to this country. 

We are familiar with what is kown as dual steamship conference 
rates and have agreements with approximately 15 different confer- 
ences in order to take advantage of the lower freight rates. While 
we are against any system which is designed to destroy the competition 
of independent carriers, we feel that ‘the steamship conference con- 
tract/noncontract dual rate system generally has not worked any hard- 
ships on us. It has been our experience that member carriers of these 
conferences have offered regular and dependable schedules for all 
shipments at stabilized rates. Asa shipper and receiver of foreign 
commerce, we would like for the present conferences system to continue 
in effect subject to approval of the Federal Maritime Board as cur- 
rently provided for in section 15 of the Shipping Act of 1916. 

Our manufactured products require dependable regular service and 
stable basis freight rates in order to compete in foreign markets and 
we have secured these services from the conference member lines to 
our satisfaction. 

On our imported Turkish leaf tobacco, we do not have contract rates, 
however, the carriers handling this movement are members of the west 
coast of Italy, Sicilian and Adriatic Ports/North Atlantic Range Con- 
ference, and have been most cooperative in handling rate and service 
problems. 

We have experienced no unusual difficulty in settlement of claims. 

In Anglo Canadian Shipping Company, Limited, et al. v. United 
States of . Lmerica and Federal Maritime Board No. 15241, February 
18, 1959, the U.S. Court of Appeals for the Ninth Circuit on petition 
to review an or der of the Maritime Board states in part: 

It seems plain to us that under the terms of the shippers’ rate agreement in 
any case where the signatory seller, actually has the choice and does choose 
the carrier, even though he may have sold f.o.b., he is bound to choose a con- 
ference carrier. We so hold. Whether the agreement may have an even more 
inclusive operation is something we are not required to decide at this point. 

If Congress decides to make perm: nent the dual rate arrangements, 
we feel some clarification should be made whereby signatory shippers 
would not be placed in a position of having to refuse to deal with a 
foreign buyer who insists on selecting the carrier for goods he sought 
to purchase f.0.b. While the court did not so rule on this particul: ur 
feature, under the present Shipping Act there is a possibility that. the 
Federal Maritime Board could issue ruling detrimental to American 
exporters in this regard. 
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That is my statement. 

I will be glad to try to answer any questions. 

The Cuarman. Do you pay the freight on all your shipments? 

Mr. Hetsr. No, sir. We sell it f.o.b. the port and our customer pays 
the freight. We are signatories to these conference contract rates, and 
when the customer leaves it in our hands then we use the contract 

carriers. 

The Cuarmman. Have you experienced any instances similar to 
those mentioned by the former witness with respect to designated lines 
who are not members of the conferences? 

Mr. Heist. We have never had any difficulty. 

The Cuairman. What happened? You say you did not have any 
difficulty. 

Mr. Heist. When one of our customers specifies the nonconference 
line, we have used them with no comeback whatsoever. 

The Cuarrman. The conference permits you to make that shipment 
on a nonconference line? 

Mr. Heist. Yes, sir. 

The Cuarrman. Mr. Tollefson. 

Mr. Touuerson. I have no questions, 

The Cuarrman. Mr. Garmatz. 

Mr. GarmMatz. I have no questions. 

The Cuatrman. Mr. Ray. 

Mr. Ray. I have no questions. 

The Cuarrman. I do not mean to close this thing off too short. 

Mr. Downing? 

Mr. Downing. I have one question, sir. 

How frequently does a foreign buyer insist on selecting his own 
carrier ? 

Mr. Heist. Sir, I would say as strictly a guess 75 percent of the time. 

Mr. Downing. It is as much as that ? 

Mr. Hetsr. Yes, sir. 

Mr. DowninG. What do you tell him? 

Mr. Heist. We just observe his request. We do not tell him a thing 
other than to observe his request. There may be times due to a fre- 
quency of sailing that we may inform him of some other sailing. In 
that instance we would use another sailing. 

Mr. Totterson. Would the gentleman ask whether this is a recent 
development or not ? 

Mr. Downine. Isthat a recent development ? 

Mr. Heist. No, sir. We have followed that for a number of years. 

Mr. Down1na. I mean the request by foreign buyers to select their 
own ship. 

Mr. Heist. That has gone on for some time. 

Mr. Downrne. It apparently is in violation of the conference agree- 
ment for you tocomply with that. 

Mr. Hetst. We do not look on it in that light, sir. 

Mr. Downtna. I can see your problem. 

Mr. Heist. So far as I know, there has been no court ruling on it. 

Mr. Downina. I yield to Mr. Garmatz. 

Mr. Garmarz. Do they still insist regardless of 2 or 3 weeks differ- 
ence in sailing time on the ship? W hen they change their mind and 
let you put it on the ship you choose, is the time limit the controlling 
thing? 
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Mr. Heist. Sometimes time limit is, sir, because tobacco products 
are perishable, and the earliest sailing on tobacco products the better. 

Mr. Garmatz. How much difference in sailing would there be before 
the foreign buyer would say, “Go ahead and put it on the conference 
ship”? 

Mr. Heist. We do not have any sét rule. If there is a week or 2 
weeks difference perhaps we will call it to their attention; if it is a 
week or less we do not say anything about it. 

Mr. Downine. If 75 percent of your buyers recognize nonconference 
ships that would mean that. ordinarily 75 percent of your exports 
would be nonconference ¢ 

Mr. Hetsr. I did not mean that they requested nonconference lines. 
They request the routing. It may be nonconference or it may be an 
independent. 

Mr. Down1neG. My next question is: What is the percentage of re- 
quests for noncon ference as opposed to conference ? 

Mr. Heist. Nonconference would be the smaller percentage. The 
only one that I know of offhand that we have used recently was 
Isbr andtsen, which is a nonconference line that the customer requested. 
The majority of the requests are for conference carriers. 

Mr. Downtne. Of the nonconference, the majority of the requests 
are for the Isbrandtsen Line particularly ? 

Mr. Hetsr. That is the only one I could develop in recent months 
in a search of our records. 

Mr. Downina. That is all, sir. 

The Cuairman. Did you develop whether within the conference 
they asked for a particular flagship? Is that what you meant 4 

Mr. Heist. I did not quite understand. 

The CuatmrmMan. There are four different flags operating in a con- 
ference. One of your shippers might specifically ask for the British 
flag or the French flag or some other flag. 

Mr. Heist. That is right. They specify thir flagships but they 
also may specify an independent nonconference carrier. 

The CHarrMan. Within a conference it is no violation of your con- 
tract to ship on those particular ships? 

Mr. Heist. That is right. 

The CHairMANn. Excuse me. Are you finished ? 

Mr. Downine. Yes, sir. 

Mr. Heist. I might add that the reason for my last part there is 
clarification where our customers request. 

Mr. Down1na. May I havea further question, Mr. Chairman / 

I think this is very important. Most of these cigarette producers 
seem to hit this one problem. 

Are those requests for a particular foreign flag vessel ? 

Mr. Hetsr. Yes, sir. They would even go so far as to specify the 
vessel. 

Mr. Downtne. Normally the foreign buyer would not specify an 
American vessel if he was requesting the carrier himself / 

Mr. Hetsr. I could not answer that. We do not know whether he 
would actually specify. We use any of them that are members of the 
conference that happen to have sailings. 

The CHatrmMan. Mr. Mailliard. 

Mr. Marir1arp. You import as well as export / 
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Mr. Hest. Yes, sir. 

Mr. Marmu14rp. Pursuing this a little bit trying to get a little per- 
spective on it, where you are buying f.o.b., do you request routing 
of a certain kind ? 

Mr. Heist. Yes. 

Mr. Matuuiarp. So that that is a fairly general practice ? 

Mr. Hetsr. If we are buying machinery from England, and I am 
supposing, as a matter of fact I go so far as to look up the sailing 
schedules and try to specify the ship if possible. 

Mr. Marix14rp. Is that as a matter of convenience of time of arrival] 
or as a matter of wanting to do business with an American company 
or wanting to do business with somebody that does business with you, 
or what are the reasons ? 

Mr. Heist. Just throw all those into one. Everything comes in. 
We try to favor our North Carolina ports, for one thing. 

The Cuarrman. Iam mighty glad to hear that. 

Mr. Hetsr. We look up and see what ships come here because we have 
a pens schedule ourselves to maintain and we have to know just 
when we can expect that machinery and we can support people 
that are supporting us and at the same time support our local ports 
if possible. 

Mr. Mariiarp. As far as the court went in this statement that you 
have quoted here, if they had left out the last sentence that is a fairly 
reasonable position, is it not ? 

Mr. Heist. As far as that is concerned up there, yes, sir. 

Mr. Matuurarp. In other words, if we should specifically legalize an 
exclusive patronage contract agreement, if some provision were put 
in that this is not to be construed as applying where the contract signer 
in fact did not have the choice of transportation, that would cover it, 
would it not ? 


Mr. Heist. Yes. 

Mr. Mar.1arp. But you would still be willing to be bound even 
though it was an f.o.b. shipment where you were in a position to exer- 
cise some choice ? 

Mr. Heist. We would be willing to select a conference carrier. 

Mr. Mariu1arp. That isall, Mr. Chairman. 

The CHarrmMan. Mr. Casey. 

Mr. Casey. I have no questions. 

Mr. Garmatz. May I have one, question ? 

The CuarrMan. Mr. Glenn ? 

Mr. Gienn. I take it that you have no escape clause provisions in 
your contracts now with the conferences ? 

Mr. Hetstr. No, sir; not tomy knowledge. 

Mr. Guenn. Under your recommendation, you think there should 
be such a provision that you could get out where you have a request to 
ship on certain nonconfernce ships ? 

Mr. Heist. Thatisright. Yes, sir. 

Mr. Guenn. That isall. 

Mr. Hetsr. Taking into consideration our terms of sale, of course. 

Mr. Marii1arp. Would the gentleman yield ? 

Mr.Gienn. Yes. 

Mr. Marrurarp. I believe in one conference, I think the North At- 
lantic Conference, the conference agreement does so provide. 








tl 








GQ 


WR Pp 


i! 


ly 


n 


d 


STEAMSHIP CONFERENCE STUDY 725 


Mr. Heist. Is that right? 

Mr. Marriarp. I think the Federal Maritime Board insisted that 
that be put in. 

Mr. Hetsr. I read the entire review of this case and they left an 
awful lot of loose ends the way I understand it. 

Mr. Guenn. That is all, Mr. Chairman. 

The Carman. Mr. Garmatz. 

Mr. Garmatz. These particular people that purchase these ciga- 
rettes, for instance, if you send a shipment to England they would 
probably prefer it be on the English ship? 

Mr. Heist. I imagine they would, sir. Since I prefer an American 
line on my import shipments, I am guessing at that. 

Mr. Garmarz. It is just a little different with our problem. We 
give grain away and have an awful time trying to get 50 percent of it 
on the American ships. That is all. 

The Cuarrman. Are there any further questions? 

I compliment you on a fine statement and the spirit of your great 
company which is a North Carolina company, in support of this other 
effort in waterborne commerce. 

Mr. Hetst. Thank you, sir. 

The CHarrmMan. We appreciate your coming down. 

Mr. MacMillan of the P. Lorillard Co. 

Let the record show that the committee is mighty glad to have the 
presence of Senator Arthur Kirkman of the North Carolina General 
Assembly. 

You may proceed, sir. 


STATEMENT OF DAVID J. MacMILLAN, GENERAL TRAFFIC 
MANAGER, P. LORILLARD CO., INC. 


Mr. MacMiutzan. Mr. Chairman and members of the committee, 
my name is David J. MacMillan. I am employed by P. Lorillard Co. 
and have been its general traffic manager for over 10 years. P. Loril- 
lard Co.—hereafter referred to as Lorillard—is a manufacturer of 
cigarettes, cigars, smoking and chewing tobacco with plants located 
at Greensboro, N.C., Louisville, Ky., and Richmond, Va. 

We export our products, mostly cigarettes, to many places over 
the world and we have agreements with many of the steamship con- 
ferences. All of our export shipments are transported by conference 
lines. 

Speaking in behalf of Lorillard, I am fully aware of the important 
task undertaken by your committee to study steamship conference 
practices including dual-rate systems in order to determine what 
change may be required in the Shipping Act of 1916. 

Also in behalf of Lorillard I express thanks to you for the oppor- 
tunity to appear and give our views in the matter. 

Over the years we have relied on steamship companies—all mem- 
bers of conferences with which we have agreements—for satisfactory 
ocean transportation and stability of rates on our products exported 
to many places over the world and in the absence of unfavorable 
experiences we are not opposed to the dual-rate system. We believe 
that it is the main general question upon which your committee de- 
sires our expression of opinion. 
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Tf it is the conclusion of your committee to offer legislation which 
would sanction the use of dual-rate systems we are satisfied with all 
of the recommendations, which would effect changes, amendments, 
and additions in the conference agreements will as result of your 
thorough study receive careful consideration. These recommendations 
include. procedure for renewing agreements, conditions under which 
cancellation of the agreements may be made, conditions under which 
a shipper may use a nonconference carrier, penalties for breaches of 
the agreement, and conditions under which rates may be increased. 
We mention them briefly in order to avoid repetition. 

As to imports this is largely Turkish leaf tobacco at quoted rates. 
To the best of my knowledge and belief the conference known as the 
Middle East Mediterranean Westbound Freight Conference is in- 
active at present. 

The CuarrMan. Mr. Garmatz. 

Mr. Garmatz. I have no questions. 

The CuarrMan. Mr. Tollefson. 

Mr. Totierson. I have no questions, Mr. Chairman. Thank you. 

The Cuatrman. Mr. Downing. 

Mr. Downina. Yes, sir. 

Getting back to the question we asked the previous witness, do you 
have this same trouble of the foreign buyer requesting a certain 
carrier ¢ 

Mr. MacMiiian. Yes, we have that occasionally, sir. 

Mr. Downine. How often would you say that you have that? 

Mr. MacMitian. I would say infrequently, very seldom. 

Mr. Down1na. Most of the requests are for conference carriers or for 
nonconference carriers ¢ 

Mr. MacMitian. Well, foreign steamship lines. I could not answer 
that question definitely, sir. 

Mr. Downrina. That is all. Thank you. 

The Cratrman. Mr. Ray. 

Mr. Ray. I have no questions. 

The CHarrman. Mr. Casey. 

Mr. Casry. I have no questions. 

The Cuarman. Mr. Mailliard. 

Mr. Matiurarp. I have no questions. 

The Cuarrman. Mr. Glenn. 

Mr. Girenn. I have no questions. 

The Cuatrman. Counsel, Mr. Drewry. 

Mr. Drewry. Mr. MacMillan, you state that all of your export ship- 
ments are transported by conference lines. 

Mr. MacMian. Yes, sir. 

Mr. Drewry. Would that includes your f.a.s. and f.o.b. shipments 
as well as c.i.f. ? 

Mr. MacMirian. Yes, sir. 

Mr. Drewry. So that the question Mr. Downing asked you was along 
the same line, as to whether or not your foreign buyers bought f.a.s. 
and designated the carrier themselves. 

Mr. MacMiiian. My statement refers to shipments where we control 
the routing. 


Mr. Drewry. Where you control the routing? 
Mr. MacMittan. Yes. 
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Mr. Drewry. In cases where you do not control the routing, do you 
know to what extent the shipments go by conference lines as compared 
with nonconference lines ? 

Mr. MacMitzan. No, sir; I do not. 

Mr. Drewry. You have no knowledge of that ? 

Mr. MacMitian. No, sir. 

Mr. Drewry. That is all, Mr. Chairman. 

The Cuatrman. Thank you. 

Due to conditions beyond the control of the chairman of the com- 
mittee, we will have to cut our stay in Raleigh 1 day short. 

Now there are witnesses scheduled for tomorrow, Mr. Pasch of the 
Associated Latin American Freight Conferences; Mr. Finley, of the 
International Commodities Corp.; Mr. Francis Green; Mr. Foley, of 
the River Plate and Brazil Conferences; Mr. Peabody of Smith 
Douglas Fertilizer Co.; Mr. Glass, Export Leaf Tobacco Co., of Rich- 
mond, Va.; and Mr. Kell, of Atlanta, Ga. 

We are going to skip these witnesses tomorrow for the reason that 
we have some witnesses. to hear who were scheduled for Thursday : 
A. C. Monk & Co., in Farmville; Mr. Howard Beam, of Charlotte, 
N.C.; Mr. W. L. Fayle, of Burlington; Mr. Zingelmann, of Moorehead 
City; Mr. J. V. Clark, Charleston, 8.C.; and E. G. Deane, Railway 
Supply & Manufacturing Co., Charlotte. 

These witnesses are more or less in this area and we are trying to 
get in contact with them to have them here tomorrow for the three 
sessions we are going to hold, tomorrow morning, tomorrow afternoon, 
and tomorrow evening. Yet, at the same time, if we are not successful 
in getting these witnesses here, we will call the witnesses that I first 
called. 

If we are not able to get in the witnesses that I first called, then we 
will schedule a hearing in Washington, D.C., for these witnesses. 

We appreciate you gentlemen coming to the hearing and I hope you 
gentlemen understand the position that the committee finds itself 
in and will cooperate. I think especially you, in the industry, should 
hear these more or less independent witnesses that were to be heard 
Thursday. 

With that understanding, we are going to meet at 9:30 tomorrow 
morning. 

Mr. Andrews, are you present ? 

Mr. Anprews. I am here, sir. 

The Cuamman. We will take you now, sir. 


STATEMENT OF CHARLES R. ANDREWS, CHAIRMAN, TRANS- 
ATLANTIC ASSOCIATED FREIGHT CONFERENCES 


Mr. Garmatz (presiding). You may proceed. 

Mr. Anprews. My name is Charles R. Andrews. I am chairman of 
the Trans-Atlantic Associated Freight Conferences, 80 Broad Street, 
New York, N.Y. I, as chairman, administer the affairs of a group of 
six separate and distinct eastbound and one westbound steamship rate- 
making freight conferences operating under agreements approved by 
the Federal Maritime Board or its predecessors, namely : 

North Atlantic Baltic Freight Conference (agreement 7670) 
operating to Baltic-Seandinavian ports. 

North Atlantic Continental Freight Conference (agreement 
4490) operating to Belgium, Holland, and Germany. 
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North Atlantic French Atlantic Freight Conference (agree- 
ment 7770) operating to French Atlantic ports. 

North Atlantic Mediterranean Freight Conference (agreement 
7980) operating to various Mediterranean ports. 

North Atlantic United Kingdom Freight Conference (agree- 
ment 7100) operating to United Kingdom and Irish ports. 

Atlantic & Gulf, Red Sea & Gulf of Aden F reight fmt, 
(agreement 7530) operating to Suez and ports on the Red Sea and 
Gulf of Aden. 

Middle East Mediterranean Westbound Freight Conference 
(agreement 7880) operating from various Mediterranean ports 
to U.S. Atlantic ports in the Charleston, S.C.-Portland, Maine, 
range. 

I have set forth in appendix I (see p. 738) the area or scope, voting 
rules, and the names and nationalities of the member lines of each of 
these rate-making conferences, which have authorized and directed me 
to register their strong backing of the objectives of the American 
Steamship Committee on Conference Studies. 

Our conferences are voluntary trade associations open to all com- 
mon carrier steamship lines, large and small alike, regardless of flag, 
operating regularly in a particular foreign trade within specified geo- 
graphical areas. 

In order to accomplish their primary aim of promoting and improv- 
ing American foreign maritime commerce, the conferences undertake 
and by and large have succeeded in— 

(1) maintenance of harmony among the member lines in for- 
mulating standards and coordinating competitive practices in the 
several trades ; 

(2) establishment of uniform and stable freight rates at a 
reasonable level to encourage regular and dependable sailings and 
services for the benefit of ‘shippers; 

(8) self-defense against the competitive practices of noncon- 
ference lines and tramp Carriers. 

I should like to discuss each of these subjects in some detail. Pre- 
liminarily, however, a few words about how our conferences are 
organized. 





CONFERENCE ORGANIZATION 


It is important to emphasize that each of the above-named con- 
ferences is a separate entity with its own membership, meeting and 
voting apart from the others, and primarily concerned with the 
special problems of its particular trade. However, it was early real- 
ized that no conference can play its part effectively without a central 
office and permanent staff. For reasons of economic administration, 
these seven conferences have associated themselves together into one 
conference, known as the Trans-Atlantic Associated Freight Con- 
ferences (agreement 12), of which I am also the chairman. This con- 
ference’s office has been in continuous existence for more than 80 
years. I myself have been continuously employed by the Trans- 
‘Atlantic Associated Freight Conferences since 1922 and have been 
chairman since 1943. In that capacity I administer the affairs of the 
conference offices, preside at meetings in a nonvoting capacity and 
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supervise the activities of the office staff in the processing and han- 
dling of rate matters, preparation of rate analyses, reports, cargo 
statistics, tabulations, the closing of contracts, and so forth, all in ac- 
cordance with the directions of the lines belonging to the respective 
conferences. 

SELF-REGULATION BY MEMBER LINES 


One of the primary functions of the conferences is to regulate 
the relationship of the member lines, one to the other, in the interest 
of avoiding unreasonable and destructive competition prejudicial to 
U.S. foreign commerce. The basic principles are set forth in the con- 
ference agreements which must be and are filed with and approved 
by the Federal Maritime Board. These are implemented from time 
to time by the adoption of specific regulations designed to deal with 

articular problems as they may arise in any given trade. The mem- 

er lines have shown themselves willing to restrict their freedom to 
engage in uncontrolled competition because they realize that, in the 
long run, unrestricted competitive methods or practices create im- 
balance and confusion in the industry to the detriment of shippers and 
carriers alike, and ultimate prejudice to the carriers’ large capital in- 
vestments in ships, piers, and equipment. 

These conferences are in no sense “closed corporations.” Since 
1948, our eastbound ratemaking conferences have received and ap- 
proved 29 applications for admission to mpenaretee and during this 
same period no applications for membership were denied or rejected. 
Of the member lines, 11 are American; the others represent 19 dif- 
ferent countries—a small United Nations, so to speak. 


CARRIERS’ ADHERENCE TO RATES, RULES, AND REGULATIONS 


During the hearings last year before your committee on the interim 
dual-rate legislation, reference was made to rebating. 

We would welcome any proof or documentation on rebating in our 
transatlantic trades so that we can take the necessary and proper 
action. Our member lines consider the maintenance of effective and 
strong conferences to be of vital importance and I will cite some of 
the additional self-protective safeguards. 

The subject of adherence to rates, rules, and regulations had become 
a key problem prior to February 1958 in the North Atlantic Medi- 
terranean Freight Conference. ‘That conference’s minutes reflect the 
following mutual undertaking : 


The member lines pledge themselves to continuing observance and performance 
by themselves of these basic principles and concepts; and in event of any non- 
adherence by their agents or employees coming to their attention, to undertake 
disciplinary action, and to report promptly to Noith Atlantic Mediterranean 
Freight Conference at New York, with full particulars of the particular case or 
cases of nonadherence and the disciplinary action taken thereon. 

The lines also promise to report immediately to the conference chairman any 
apparent or alleged deviation from the conference agreement or its rules and 
regulations of correct and ethical practices thereunder which come to their 
attention or knowledge. The conference chairman is authorized to appoint a 
special committee of three member lines at owner or principal level to immedi- 
ately investigate any allegations or rumors of violations of nonconformance to 
conference agreement, rates, rules, and regulations and, if circumstances justify, 
the committee to report its findings at a meeting of all conference member princi- 
pals to be called immediately by the conference chairman for the purpose of 
taking appropriate action. 
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‘ach member line of the North Atlantic Mediterranean Freight 
Conference is required to deposit and to maintain $15,000 in cash, 
bonds, letters of credit, or securities as a guarantee of faithful per- 
formance of the agreement, and its rates, rules, regulations, and pro- 
visions and to satisfy any penalty imposed for any violation, 

Asa further step toward eliminating possible future deviations from 
conference rules and regulations, and to eliminate disputes between 
carrier and shipper about cargo measurements, the Atlantic Cargo 
Inspection Bureau, division of the New York Shipping Association, 
a nonprofit association, has been employed since March 1958, to verify 
measurements, weights, and descriptions of contents of shipments to 
protect both shippers and carriers against erroneous freight charges. 
A notice of this service was mailed to all shippers on February 2 27, 1958. 


MEMBER LINES COMPETE AS TO SERVICES 


There is the mistaken idea in some quarters that a conference system 
with its uniform rates destroys competition as between conference 
member lines. Nothing could be more erroneous. All that is done 
is to eliminate rate competition and direct the emphasis toward com- 
petition in service. I can assure you that this competition between 
the member lines of our conferences is strong and vigorous, and that 
this results in benefiting our shippers by constantly improving the 
service they get. 

It is my belief from talks with many shippers over many years that 
they do not desire rate competition, but on the contrary, would like 
to avoid it so they can always be sure that the rate factor included 
in “prices” will be the same as that paid by all their competitors. 
Their basic interest is in certainty and stability of rates, which enable 
them to make forward sales commitments with assurance. On the 
other hand, they welcome the competition in services intensified by 
the absence of competition in rates. Service competition results in 
better vessels, faster vessels, better auxiliary facilities, and earlier 
adoption of new ideas. It also results in more frequent sailings and 
an increased number of ports of call both here and abroad. It com- 
pels a greater eagerness on the part of carriers to meet shippers’ par- 
ticular | problems, and general helpfulness on the part of th 
personnel. 

I believe that confining competition to services will, in the long 
run, help carriers, shippers, and consignees, and will continue to de- 
velop and expand the commerce of the United States. 


RATEMAKING 


Since there is no direct governmental control over the measure of 
ocean freight rates in foreign trade, ratemaking is, of course, one of 
the most important functions of each of the conferences. It may be 
helpful to explain briefly just how it is done: Merchants prepare 
applications for establishment, reduction, or adjustment of rates on 
the form which I am furnishing as appendix II. (See p. 743.) Be- 
fore being submitted to the rate committee of the particular confer- 
ence, these applications are analyzed by my staff, which has had a 
great deal of experience in compiling tariffs and assembling rate data 
(see “Appendix I1I—Analysis Form”). My office also has avail: ible, 
for comparison purposes, rates from and to other adjacent and com- 
petitive gateways and trades. We have recently set wp in the Medi- 
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terranean, United: Kingdom and continental trades a system of sta- 
tistical tabulation, under which each and every commodity in the 
tariffs is coded. -'This will put us in a position to recommend to the 
member lines what items in the tariffs are “deadwood” and may be 
deleted. With more simplified tariffs the member lines will be in a 
position to make tariffs available to merchants who desire them at a 
nominal subscription price. 

Against this informed background the rate committees meet regu- 
lar ly and frequently to evaluate rate applications. In order to assure 
that these are considered on their merits, the names of the shippers 
are not divulged, either to the rate committees or at the meetings of 
the member lines to which the committee’s recommendations are sub- 
mitted for final action. 

Interested shippers are promptly notified by the conference office of 
rate changes approved by the conference. These changes are pub- 
lished in the tariffs, copies of which (together with the minutes of the 
conference’s meetings) are sent to the Federal Maritime Board. Asa 
convenience, conference tariffs are on file for inspection by shippers 
and other interested parties at the conference office, as well as at the 
offices of the individual member lines. 

Where rate applications are declined, shippers are furnished with 
reasons for rejection. At times, shippers request reconsideration and 
submit additional data and information. It is not unusual for a con- 
ference to meet jointly with committees of shippers to discuss rates 
and mutual problems, and personal visits of shippers are welcomed. 

As information to your committee, I show below the action or dis- 
position on applications for establishment, reduction or adjustment in 
ocean freight rates considered by five of our representative ratemaking 
conferences at meetings during the calendar year 1958. This does not 
include rate applic ations handled by telephone poll between meetings. 
I might note in passing that, as shown here, the use of the dual rates 
does not influence the reasonable judgment and consideration of rate 
applic ations; 


Number of Approved | Declined Dropped 
applications | 


: Baltic. Laman bhwened “ ete .| 302 131 | 37 43 

) Continental. Se ee : 349 106 70 | 88 
C Mediterranean : 782 244 83 80 
C United Kingdom.___- diets eet 332 | 146 41 65 


NC Red Sea, Gulf of Aden____- 207 80 11 16 
| 


NotTe.—C—conferences employing dual rates; NC—conference not employing dual rates. 
The balance consists of applications not acted upon, principally because of lack of information. These 
were subsequently processed substantially along the lines of the others. 


Tobacco is an important agricultural commodity moving to Europe. 
Indeed more than 50 percent of the flue-cured unstemmed tobacco ex- 
ported to all foreign countries moves to the United Kingdom and 
West Germany alone. With this in mind, I have prepared and submit 
herewith as appendix [V (see p. 744) a tabulation showing the quan- 
tities and values of tobacco moved and rates charged over the period 
1948 through 1958. 

According to U.S. Department of Commerce statistics, the price of 
unstemmed flue-cured tobacco during years 1948 through 1958 to the 
United Kingdom increased 23.6 cents per pound (from 53.7 cents to 
77.3 cents) or a 43.9 percent increase whereas the ocean freight rate 
was reduced 1714 percent (from 2 cents to 1.65 cents per pound). To 
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West Germany, the price increased 44.2 cents per pound (from 25.9 
cents to 70.1 cents per pound) or a 170 percent increase whereas the 
ocean freight rate was reduced about 48.4 percent (from 3.2 cents to 
1.65 cents per pound). 

The matter of differences between eastbound and westbound ocean 
freight rates, ee on automobiles, has been raised. Notwith- 
standing the fact that my jurisdiction covers only eastbound—out- 
ward—lI have done some checking into the situation, solely to develop 
background information for your committee. 

Eastbound automobile rates and conditions have been discussed 
with shippers’ committee and while perhaps neither side feels en- 
tirely satisfied with the end results, it must be said that both sides 
have done their usual good job. 

As information, our continental eastbound movement of automobiles 
in 1947 totaled 10,156,577 cubic feet (also, 3,095 weight tons) whereas 
in 1958 it was only 1,999,202 cubic feet (also 203 weight tons). The 
current continental conference automobiles eastbound rates (basis 
Antwerp-Rotterdam-Amsterdam and regardless of the make of the 
automobile and model) are in some instances lower than they were 
in 1947, namely: 


Eastbound 
1947 1959 
EE ot cnt Uie ta duknssiceanadinnwaahahecaidateesaeaaseuntes $18 $18 
ene mame Wats CA) St. 22S dk. Se Lh I ke 28 26 
RO EE kp nsininnenngeenerp oneness ypinmetereblpnerisinge ree etenntesy 18 18 
Accessories, ton w/m-.----- Eee eos oe nee en tae ees ee 42 18 
Completely knocked down, ton w/m-_------.-...------.------ abose esos wiih cetelal tines 18 18 


Notre.—Ton w/m, ton of 40 cubic feet or ton of 2,240 pounds, ship’s option. 


The bulk of the continental automobile eastbound movement is 
c.k.d. (completely knocked down) for assembly in Europe and at rate 
of $18 ton w/m reflects rate between $90 and $95 per car. 

The above report of conference eastbound carryings and rates would 
suggest that the problems of the automobile exporters are related to 
matters other than ocean freight rates, bearing in mind that the price 
of the automobile has greatly increased since 1947. Roughly, that in- 
crease represents about a 70 percent increase over the 1947 prices. 

I have checked the westbound continental conference commercial 
automobile rates on file with the Federal Maritime Board and find 
rates on 50 different set-up automobiles, by model, ranging from $65 to 
$211 each, the average of which is $134 each. 

For your ready reference, current continental eastbound and west- 
bound conference rates on commercial automobiles, accessories and 
parts follow: 











Unit East- | West- 

bound | bound 

Automobile accessories $dnukbsenannveeneahnueteecs ean nein $18 $31 

C.k.d. (completely knocked down) sduarlane db ase MER eae uae ticle aale GO. nuciatndadda 18 20 

Automobiles, set up: 

Unboxed t Pec dada t el wh bwassemedcanbed tian sey 06.4.2 ¢0.cen 26 (1) 
Crated._...._. oa : , si taka bee Din ds aibhigh ois idk ccddnn ae dake dake cide edhess 18 (rz) 

Automobile service and replacement parts. ................,.....-..]...--d0............- 18 17 


1 $65 to $211 per car, average $134 per car. 
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There appears to be no similarity of conditions in these two trades 
as to size of the automobiles, weight, measurements, value, volume, 
method of handling, type of competition, etc. 

In our trades there has never been any domination of conference 
rate action by either the American or foreign flag lines. It will be 
noted that unanimous action is required for the passage of any rate 
matters in the United Kingdom, continental and French-Atlantic 
trades. This means that each single line has a veto power. 

However, my long experience with the carriers in our trades has 
shown that they are most receptive and responsive to the requirements 
of the merchants. Rates are established or reduced to the end that 
the traffic may move freely and in view of overall considerations and 
not on the basis of cost figures of a particular line. The member lines 
never lose sight of the fact that the export market is their sole stock 
in trade and it is, therefore, in their interest to expand it to the fullest 
extent possible. To put the rates at a level which would cut down the 
volume of our exports would be cutting off our noses to spite our faces. 

Appendix V (see p. 746), which I am filing herewith, tabulates the 
general cargo rates from 1940 to date, as well as the complete list of 
general rate increases during that period, showing the percentage and 
effective date in five of our representative conferences employing dual 
rates. 

In the opinion of many who are familiar with the problems of in- 
ternational trade, the conference provides the only efficient, effective 
means of establishing rates and standards to meet the rapidly changing 
requirements of the export market. , 

There has been the mistaken apprehension throughout this investi- 
gation that the foreign lines are necessarily profiting unduly by rates 
set at a level reasonably remunerative to American carriers. There 
conceivably might be some substance to this in a situation where more 

‘argoes are available than there are ships to carry them. Wherever 
the reverse is true, as it is today, and there is a shortage of cargo, the 
foreign lines, by virtue of their lower operating costs and lower break- 
even point would obviously lose less money by taking more cargo at 
lower rates. This means that there are many occasions when foreign 
lines actually maintain their conference membership at, at least, a tem- 
porary sacrifice. 

I am surprised to note the published comments of Mr. Herschel D. 
Newsom, grange master, in respect of rates charged by conferences. 
That was reported in the Congressional Information Bureau in a 
letter that Mr. Newsom wrote to this committee. Al] figures and in- 
formation supplied in this hearing indicate quite clearly that advances 
in conference freight rates have been modest indeed compared with the 
rise in the overall cost of living and the rate increases in other com- 
parable means of transportation. It is even the more surprising since 
the last time the grange had an opportunity to testify on this subject, 
(1954) its witness, Mr. Halvorson, testified in dockets 725-751— 

I think that the freight rates under the present system are about as good as we 
would expect (Record, p. 767). 

Indeed, in those dockets, to which the committee’s attention is par- 
ticularly directed by Grange Master Newsom, all of the agricultural 
witnesses testified that they were fully aware of the importance of 
stability of rates and service and the assurance of adequate tonnage, 
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such as result. from the conference system, to meet. special and basic 
requirements of shippers. 

It is hardly appropriate for Mr. Newsom now or at any time to 
charge all of the agricultural difficulties to ocean freight rates of 
conference carriers. The proportion of landed costs chargeable to 
the freight rate is modest as compared to the advance of commodity 
prices. (See, for example, appendix IV, dealing with tobacco rates 
and prices.) Moreover, it is odd to hear agricultural interests, bene- 
fited not only by Government subsidy but ‘also by special exemption 
under the Sherman Antitrust Act (46 U.S.C. 608b), complaining of 
the closely supervised exemption accorded to ocean carriers. 

We are somewhat reluctant to deal with what Mr. Newsom de- 
scribes as the docket 725 controversy inasmuch as it is stil] before 
the courts, but we are bound to call to the committee’s attention the 
very patent error in saying that that docket has been dealt with by 
the U.S. Supreme Court. The actual fact is that the Federal Mari- 
time Board decided the cases before it (dockets 725-751) in the con- 
ference’s favor after long hearings. Notwithstanding the fact that 
the particular contract in question is a “requirements contract,” in- 
ferentially at least approved by the court of appeals and the Supreme 
Court in the Isbrandtsen decisions, petitions for review were filed in 
the Court of Appeals for the District of Columbia. Early this year 
that court denied Intervenor Isbrandtsen’s motion for summary judg- 
ment and referred the matter back to the Maritime Board for further 
consideration. If any significance is to be attached to this, it would 
seem to be the opposite of that suggested by Grange Master New- 
som, since the court would scarcely be referring the matter back to 
the Maritime Board if all contract rate systems were necessarily void. 


NONCONFERENCE COMPETITION 





There are “sharpshooters” in every line of business and foreign 
trade is no exception. Some shippers feel that the established con- 
ference lines, in addition to providing regular and frequent services, 
in and out of season, from all ports of loading to all ports of dis- 
charge, should always meet the rates of nonconference operators who 
quote differentially under rates of the established conference lines. 

This problem of nonconference competition is particularly acute in 
the transatlantic trades, which have become some of the most com- 
petitive in the world. The following nonmember lines (only four of 
which are American flag) are now operating more or less regularly 
in those trades: 


Central Gulf Lines Meyer Line 

Costa Line Garnae Grain Co. 

Crescent Line Hycar Line 

Daido Line States Marine Corporation 
Turkish Cargo Line Waterman Steamship Corp. 
Yugoslav Line Mitsui Line 

Isbrandtsen Co. Polish Ocean Lines 

Orient Mid Bast Lines Scindia Steam Navigation Co. 
Wallenius Line Mamenie Line 


A substantial number of these lines came into the service following 
the reestablishment of the dual rate system after World War II, as 
shown in appendix VI submitted herewith. (See p. 747.) 
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Two other companies, Nautica Line and the Chilean Line, have re- 
cently suspended or terminated their services in these trades. The 
listing set forth above does not include tramps or tankers, which com- 

pete for bulk cargoes, or other occasiona] unadvertised nonconference 
opal rators. 

It will be noted from tariffs on file with Federal Maritime Board 
that all nonconference lines tend to operate at a discount or cutrate 
level under the established conference rates. This method of estab- 
lishing rates on the basis of those of other carriers, rather than on the 
basis of genuine transportation considerations, results in the noncon- 
ference rates following the conference rates up as well as down. 

For ready reference, the current rates of conference and nonconfer- 
ence lines (as shown) from U.S. North Atlantic ports to Belgium and 
Holland on several basic commodities are listed below: 


Conference } 


Commodity } noncon- } Meyer Mamenic | Wallenius 
| tract ! | 
—- — - - —- —--— - — _ = a | ~ — a -— 
General cargo 3______- é ba | $1.45/ 2.60 | $1.15/ 2.05 | $1.10/ 1.95 | $1.10/ 2.20 
Agriculturals: | | 
Packed, ton w/m 22. 25 | 7. 50 | 16. 50 17. 00 
Unpacked, ton w/m-_-------- | 28. 25 | 22. 50 | 21. 50 21. 70 
Automobiles: | | 
Packed, ton w/m_-_---.-- Sd] 20. 00 | 16. 00 | 15. 20 18. 00 
Unpacked, ton w/m_- | 29. 00 | 23.00 | 20.00 | 20. 00 
1.15/ 2.05 | 1.10/ 1.95 | 1. 10/ 1.95 


Machinery 2 } 1.45/ 2.60 
Wax, per 100 pounds. - 1. 20 | 1.00 3 848 | 95 


The conference discounts these rates 10 percent to those who contract to give all their cargo to conference 
lines. The ‘‘contract rates’’ are therefore 10 percent lower (rounded off) than those set out. 

2 When an optional rate is shown, such as $1.45/2.60, the figure before the oblique mark is cents per cubic 
foot and the figure after the oblique mark is cents per 100 pounds and the rate yielding the vessel the greater 
revenue must be charged. 

3 $19 per ton. 


Obviously, conference-established rates have been a boon to non- 
conference lines, enabling them to charge higher rates than would 
have been possible had there been unbridled competition with atten- 
dant “open” rates. 

TYING ARRANGEMENTS 


Without the collective assurance of continued shipper patronage 
afforded by contract rates or some other tying arrangement the life 
of a conference would be short. I say this because “otherwise rate 
wars are sure to break out as a result of the intense pressure of outside 
competition. Under such circumstances it is almost inevitable that 
some of the carriers within the conference will insist upon meeting 
this competitive pressure. This is done in two ways—by the con- 
ference opening rates or by withdrawals from the conference. Either 
of these methods is most likely to result in the continuance of rate 
competition to a point where rates become unremunerative and carriers 
are either forced out of the trade or absorbed by the stronger lines, 
to the detriment of the service and the commerce it serves. Such rate 
wars are costly to everybody, they engender shortsighted bitterness, 
and disrupt commerce generally. 

We are happy to say that in our particular trades in recent years 
there has not been any complete breakdown, although on occasion we 
have been forced to open rates. I can assure the committee, however, 
that it is only with the greatest effort that the conferences have been 
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held together on some occasions. The temptation to fill empty space 
at lower rates from and to a few ports is especially strong in periods 
of short cargoes and cheap charters such as the present. 

Also, without any tie-in system large shippers would most likely 
be able to make more advantageous arrangements with carriers than 
smal] shippers not having the cargo volume to bargain powerfully. 
The means adopted by our conferences—except in the Red Sea and 
inward Mediterranean trades—to defend themselves or the pred- 
atory competitive practices of nonconference lines is the contract-rate 
system. In the conferences which I represent we have more than 
37,000 contracts with merchants. The testimony already given in 
this investigation has been adequate to familiarize this committee with 
the basic features of this arrangement. It rests simply upon the 
merchants’ promise to route the goods by conference vessels and the 
conference carriers’ promise to provide equality and stability of rates 
in an adequate regular service. These promises collectively give rea- 
sonable assurances upon which future plans can be made. The rate 
reduction is or should be broadly self-financing on the basis of addi- 
tional cargoes to be made available to the vessels involved. 

The merchants have vigorously asserted over a long period that 
equality of treatment and assurance of stability are subjects in which 
they are deeply interested and which are vital in furthering their com- 
mercial interests. The carriers on their part require assurance of car- 

oes at reasonable rates over substantial periods to justify maintain- 
ing the kind of schedule with the kind of vessels that shippers desire 
and that the character of the trade requires. The heavy capital ex- 
penditures required for maintenance and improvement of service are 
only possible where such a situation exists. 

These considerations are important in the Red Sea and inward 
Mediterranean trades also. The carriers in those trades have actually 
suffered by the lack of contract rates and are only awaiting legal clari- 
fication before adopting them. 

In our particular group of conferences we have sought from time 
to time to bring our contractual arrangements with shippers in more 
direct line with shippers’ desires and needs by modifying our con- 
tracts as changing circumstances require. Perhaps the most drastic 
change in contract form has been in the North Atlantic continental 
trade where the contract system has been under litigation for a period 
of more than 10 years. Here the contract presently in use—although 
still the object of attack—provides a full guarantee of space, assures 
stability of rates over a substantial period and contains no penalty 
provisions. It runs for only 6-month periods so that no shipper 
can consider himself as unduly bound to the carriers. It seems to 
us that this contract meets almost every criticism that has been 
leveled at dual rate arrangements. However, the specific exclu- 
sion—at the Federal Maritime Board’s insistence—of f.a.s./f.o.b. 
shipments has particularized a distressing loophole that should be 
dealt with in order that the contracts fulfill their purpose. 

Much has been said about the small exporters with whom we are 
proud to have enjoyed excellent relations. The trying task of run- 
ning a conference service organization is made easier by the many 
letters of appreciation we received from such shippers, a few char- 
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acteristic examples of which are shown in appendix VII, attached 
hereto. 
SHIPPER VIOLATIONS OF CONTRACTS 


We have always felt that when merchants enter into contracts 
with us they, as well as we, consider them beneficial and enter into 
them with the intention of keeping them. Our feeling in this respect 
has, over the years, been borne out by experience for we have ta 
only an insignificant number of comparatively minor disputes with 
shippers. Perhaps one reason for this is that disputes over control 
of shipments have to some extent been avoided by our having con- 
tracts with some consignees as well as shippers. 

Whenever there is a report of a shipper violating the contract the 
alleged facts are communicated to the shipper with the request for 
an explanation. Quite frequently the shipper is able to provide a 
reasonable explanation but if not further details are requested. If the 
explanation is unsatisfactory or inadequate the contract may be can- 
celed as provided for. Our most recent form contract does not pro- 
vide for liquidated damages and it has not been our policy to try 
and collect damages on that basis. If a case were flagrant enough, 
if adequate proofs could be provided, we could collect ordinary dam- 
ages for breach of contract. 

We are sorry to report that recently there seem to have been more 
than the usual number of alleged violations reported. Whether 
this is due to uncertainty as to the status of contract rates generally 
or to publicity given the f.o.b./f.a.s. situation under recent litigation, 
or both, I cannot say. 

CONCLUSION 


The contract rate system provides an efficient and economical broad 
approach to the extremely difficult and explosive subject of inter- 
national freight rates. It assures equal treatment of the large and 
the small, shippers and carriers alike, thus creating an atmosphere 
in which both can survive and contribute to the growth of our foreign 
commerce. It provides that minimum degree of certainty and sta- 
bility equally necessary to carriers and merchants in their forward 
planning. These and other obvious benefits are, so far as I am aware, 
not denied even by Isbrandtsen. 

This international harmony and cooperation in solving some of the 
most difficult commercial problems has not been easy to achieve or 
maintain. The international barriers of currency, language, business 
procedure, standards of living, differing and varying degrees of infla- 
tion and diverse international poliices all had to be taken into con- 
sideration, and indeed surmounted, to achieve that degree of goodwill, 
good sense, and compromise essential to the promotion of world trade. 

All possible aid and support for such far-reaching and beneficial 
policies should be forthcoming. It is my own belief, based on long 
experience, that in contract rates or similar tying arrangements with 
shippers lies the real salvation of the Conference system and it is my 
hope that legislation will be adopted to preserve and strengthen these 
important and essential supports. 
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(Appendix I referred to follows :) 


APPENDIX I 


NorktTH ATLANTIC BALTIC FREIGHT CONFERENCE 
(Agreement No. 7670) 


Covers freight traffic from U.S. North Atlantic ports in the Hampton Roads, 
Portland, Maine, range, either direct or transshipment, to ports in Danzig Free 
State, Denmark, Estonia, Finland, Iceland, Latvia, Lithuania, Norway, Poland, 
Sweden, and to continental and Russian ports served by the Baltic. 


FLAG AND MEMRER LINES 


American—American Scantic Line: Moore-McCormack Lines, Ine. 

Belgian—Belgian Line: Compagnie Maritime Belge S.A., Compagnie Maritime 
Congolaise, 8.C.R.L. (as one member (or party) only). 

Norwegian, French and British—Black Diamond Lines: Black Diamond 
Steamship Corp. 

British—Cunard White Star Line: The Cunard Steamship Co., Ltd. 

Danish—East Asiatic Co., Ltd.: The A/S Det Ostasiastiske Kompagni. 

Finnish—Finland Steamship Co.: Suomen Hoyrylaiva Osakeyhtio-Finska 
Angfartygs Aktiebolaget. 

Finnish—Finnlines : Merivienti oy. 

Norwegian—Fjell Line: Aktieselskapet Luksefjell, Aktieselskapet Dovrefjell, 
Aktieselskapet Falkefjell, Aktieselskapet Rudolf (as one member (or party) 
only). 

Polish—Gdynia America Line: Polish Ocean Lines. 

German—Hamburg-American Line: Hamburg-Amerika Line. 

Dutch—Holland-America Line: N.V. Nederlandsch-Amerikaansche Stoomvaart 
Maatschappij “Holland Amerika Lijn”’. 

German—North German Lloyd: Norddeutscher Lloyd. 

Norwegian—Norwegian America Line: Den Norske Amerikalinje A/S. 

Danish—Scandinavian-American Line : Det Forenede Dampskibs-Selskab. 

Swedish—Swedish American Line (Aktiebolagt Svenska Amerika Linien) and 
Transatlantic Steamship Co., Ltd. (Rederiaktiebolaget Transatlantic) (as one 
member (or party) only). 

Swedish—Swedish Chicago Line: Raderiaktiebolaget Ragen, And. Smith 
Rederiaktiebolag (as one member (or party) only). 

Swedish—Thorden Lines A/B. 

American—United States Lines: United States Lines Co. 

Norwegian—Wilhelmsen Lines: Wilhelmsens Dampskibsaktieselskab, A/S 
Den Norske Afrika—og Australielinie, A/S Tonsberg, A/S Tankfart I, A/S Tank- 
fart IV, A/S Tankfart V, A/S Tankfart VI. (As one member (or party) only) 

British—Wilson Line: Ellerman’s Wilson Line, Ltd. 


VOTING 


Article (5) of agreement No. 7670 of the North Atlantic Baltic Freight Con- 
ference reads: 

“(5) The presence of a majority of the membership at any meeting shall con- 
stitute a quorum. Except as otherwise provided and shown in this agreement 
the consent of at least two thirds of those present and of those voting by proxy, 
if any, on any matter within the scope of this agreement, regularly before the 
meeting, shall be binding on the other members. As to any other measure, the 
consent of at least two thirds of the membership shall be required for its adop- 
tion. There shall be no modification or addition to this agreement except by 
unanimous agreement of the members. Each member shall have one vote and 
may vote by proxy conferred upon any other member provided notification of 
such proxy is given to the Secretary at or prior to the time of recording attend- 
ance at the meeting. 

“Only member lines which have had a sailing in the trade covered by this 
agreement within 6 calendar months prior to such meeting shall be entitled to 
vote at any meeting. 

“Unless otherwise specifically agreed membership shall automatically cease 
when service is abandoned and if notice of abandonment is not given to the con- 
ference, failure to have a sailing in this trade from a U.S. North Atlantic port 
for a period of 6 or more consecutive months shall be regarded as abandon- 
ment. Such membership may be retained with uanimous approval of the con- 
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ference, provided application therefor is made prior to termination of mem- 
bership, but such members.shall have no vote until service is resumed and such 
approval may be subsequently’ withdrawn by unanimous action of the voting 
members. 

“Wherever reference in this agreement is made to voting by, or presence at 
meetings of, all or a specified proportion of the membership such reference 
shall be deemed to mean only those member lines entitled to vote. 

“Notices of all changes in voting status of member lines pursuant to this 
article shall be furnished promptly to the governmental agency charged with 
the administration of section 15 of the Shipping Act, 1916, as amended.” 


NORTH ATLANTIC CONTINENTAL FREIGHT CONFERENCE 
(Agreement No. 4490) 


Covers freight traffic from U.S. North Atlantic ports—Portland, Maine/Hamp- 
ton Roads range to ports in Belgium, Holland, and Germany (excluding German 
Baltic.) 

FLAG AND MEMBER LINES 


American—American Banner Lines, Inc. 

Belgian—Belgian Line: Compagnie Maritime Belge, S.A., Compagnie Mari- 
time Congolaise, S.C.R.L. (As one member (or party).only) 

Norwegian, French, Norwegian and Finnish—Black Diamond Lines, Black Di- 
amond Steamship Corp., Cosmopolitan Line, A/S. J. Ludwig Mowinckels Rederi. 

British—Cunard Steamship Co., Cunard Steamship Co., Ltd. 

French—French line, Compagnie Generale Transatlantique. 

German—Hamburg-American Line, Hamburg-Amerika Linie. 

German—Hamburg-Atlantie Line. 

Dutech—Holland-America Line, N.V. Nederlansch-Amerikaansche Stoomvaart- 
Maatschappij. 

Panamanian—Home Lines, Home Lines, Ine. 

German—North German Lloyd, Norddeutscher Lloyd. 

Japanese, O.S.K. Line, Osaka Shosen Kaisha, Ltd. 

American—United States Lines, United States Lines Co. 

American—United States Navigation Co., Ine. 

British—Wilson Line, Ellerman’s Wilson Line Ltd. 





VOTING 


Article (6) of Agreement No. 4490 of the North Atlantic Continental Freight 
Conference reads: 

“(6) The presence of a majority of the membership at any meeting shall 
constitute a quorum and the unanimous action of those present or voting by proxy 
on any matter regularly before the meeting shall be binding on the other mem- 
bers. The members agree to give due consideration to the majority view but 
unanimous action as aforementioned, except as provided in third paragraph of 
article 3 hereof, will be required for the adoption of any measure. 

“Each member shall have one vote and may vote by proxy conferred upon 
any other member provided notification of such proxy is given to the chairman 
or secretary at or prior to the time of recording attendance at the meeting. Rate 
changes unless otherwise specifically agreed shall not be effective until the busi- 
ness morning following the day of the meeting and shall not be announced to 
the trade before they become effective but this shall not prevent the sending 
of night letters after 5 p.m., eastern standard time, on the evening prior to the 
date on which the rates become effective.” 


NortH ATLANTIC FRENCH ATLANTIC FREIGHT CONFERENCE 
(Agreement No. 7770) 


Covers freight traffic from U.S. North Atlantic ports in the Portland, 
Maine/Hampton Roads range to French Atlantic ports in the Dunkirk/Bor- 
deaux range. 
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FLAG AND MEMBER LINES 


Norwegian and Finnish—Cosmopolitan Line: A/S J. Ludwig Mowinckels 
Rederi. 

British—Cunard Steamship Co., Cunard Steamship Co. Ltd., the. 

French—French Line, Compagnie Generale Transatlantique. 

American—United States Lines, United States Lines Co. 





VOTING 


Article (5) of Agreement 7770 of the North Atlantic French Atlantic Freight 
Conference reads: 

“(5) The presence of a majority of the membership of any meeting shall 
constitute a quorum and the unanimous action of those present and of those 
voting by proxy, if any, on any matter within the scope of this agreement, regu- 
larly before the meeting, shall be binding on the other members. As to any 
other matter, the unanimous approval of the membership shall be required for 
its adoption. The members agree to give due consideration to the majority view. 
Each member shall have one vote and may vote by proxy conferred upon any 
other member provided notification of such proxy is given to the secretary at or 
prior to the time of recording attendance at the meeting. 

“Only member lines which have had a sailing in the trade covered by this 
agreement within 6 calendar months prior to such meeting shall be entitled to 
vote at any meeting. 

“Unless otherwise specifically agreed membership shall automatically cease 
when service is abandoned and if notice of abandonment is not given to the con- 
ference, failure to have a sailing in this trade for a period of six or more con- 
Secutive months shall be regarded as abandonment. Such membership may be 
retained with unanimous approval of the conference, provided application there- 
for is made prior to termination of membership, but such members shall have 
no vote until service is resumed and such approval may be subsequently with- 
drawn by unanimous action of the voting members.” 


NORTH ATLANTIC MEDITERRANEAN FREIGHT CONFERENCE 
(Agreement No. 7980) 


Covers freight traffic from U.S. North Atlantic ports in the Hampton 
Roads/Portland, Maine, range, either direct or via transshipment, to all ports 
(except Israeli and Spanish Mediterranean ports) served on the Mediterranean 
Sea from Gibralter to Port Said including Adriatic and Black Sea and from 
Casablanca to Port Said, inclusive. 


FLAG AND MEMBER LINES 


American—American Export Lines: American Export Lines, Inc. 

British—American Mediterranean Levant Line: Ellerman & Bucknall Asso- 
ciated Lines, the parties to which appear in Federal Maritime Board Agreement 
7788, and Ellerman’s Wilson Line, Ltd. (as one member (or party) only). 

Duteh and British—Blue Funnel Line—Java New York Line:—N.V. Stoom- 
vaart Maatschappij ‘Nederland,’ Koninklyke Rotterdamsche Lloyd N.V., 
N.V. Nederlandsch-Amerikaansche Stoomvaart Maatschappij “Holland-Amerika 
Lijn,” The Ocean SteamShip Co., Ltd., The China Mutual Steam Navigation Co., 
Ltd., Nederlandsche Stoomvaart Maatschappij “Oceaan” N.V. (as one member (or 
party) only). 

American, Liberian, Norwegian, and Italian—Central Gulf Lines: Central 
Gulf Steamship Corp., General Shipping & Trading Corp., and Cynpania Mari- 
tima Unidas, S.A. (as one member (or party) only). 

Norwegian—Concordia Line: Dampskibsaktieselskabet Alaska, Aktieselskabet 
Atlas, Dampskibsaktieselskabet Idaho, Skipsaksjeselskapet Hilda Knudsen, and 
Skipsaksjeselskapet Samuel Bakke (as one member (or party) only). 

British—Crescent Line: Crescent Line, Inc. 

Swedish—Eckert Line: Stockholms Rederiaktiebolag Svea, Rederiaktielbolaget 
Frederika, and Eckert Steamship Corp. (as one member (or party) only). 

Swedish and Danish—Fabre Line: Compagnie de Navigation Fraissinet et 
Cyprien Fabre. 

Norwegian and Swedish—Fern-Ville Mediterranean Lines: Skibsaktieselskapet 
Varild, Skibsaktieselskapet Marina, Aktieselskabet Glittre, Dampskibsinteres- 
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sentskabet Garonne, Aktieselskabet Standard, Fearnley & Eger Befragtninings- 
forretning A/S, Skibsaktieselskapet Sangstad, Skibsaktieselskapet Soldstad, 
Skibsaktieselskapet Siljestad, and Dampskibsaktieselskabet International. 

Norwegian and Swedish—Fern-Ville Mediterranean Lines: Skibsaktieselskapet 
Mandeville, Skibsaktieselskapet Goodwill (as one member (or party) only), 
Fern-Ville Mediterranean Lines—Fearnley & Eager and A.F. (Klaveness & 
Co. A/S). 

French—French Line: Compagnie Generale Transatlantique. 

Greek and Liberian—Greek Line: General Steam Navigation Co. Ltd. of 
Greece, Transatlantic Shipping Corp., Neptunia Shipping Co., S.A., and Arcadia 
Steamship Corp. (as one member (or party) only). 

German and Danish—Hansa Lines: Deutsche Dampfschifffahrts—Gesellschaft 
“Hansa.” 

Greek, British, Norwegian, Swedish, and Italian—Hellenic Lines: Hellenic 
Lines, Ltd., of Piraeus, Greece. 

Norwegian—Hoegh Lines: Skibsaktieselskapet Arizona, Skibsaktieselskapet 
Astrea, Skibsaltieselskapet Aruba, Skibsaktieselskapet Noruega, Skibsaktiesel- 
skabet Abaco, and A/S Atlantic (as one member (or party) only). 

American and Norwegian—Isthmian Lines, Inc. 

Italian—“Italia’”—Societa’ Per Azioni Di Navigazione of Genoa. 

Egyptian—Khedivial Mail Line, S.A.E., Cairo, Egypt. 

American—Levant Line: Stockard Steamship Corp. and Atlantic Ocean Trans- 
port Corp. (as one member (or party) only). 

Greek, Spanish, American, and American—National Hellenic American Line, 
8.A., Naviera Comercial Aspe, S.A., Prudential Steamship Corp., States Marine: 
States Marine Corp., and States Marine Corp. of Delaware (as one member (or 
party) only). 

American—Stevenson Lines: T. J. Stevenson & Co., Ine. 

Danish—Torm Lines: Dampskibsselskabet Torm A/S. 

Israeli—Zim, Israel American Lines: Zim, Israel Navigation Co., Ltd., Israel 
American Lines Ltd., M. Dizengoff & Co. (Shipping) 1949, Ltd., and M. Dizen- 
goff & Co. (Navigation 1951, Ltd. (as one member (or party) only). 





VOTING 


Article (5) of agreement 7980 of the North Atlantic Mediterranean Freight 
Conference reads: 

““(5) The presence of a majority of the membership at any meeting shall 
constitute a quorum. Except as otherwise provided and shown in this agree- 
ment the consent of at least two thirds of those present at any meeting and of 
those voting by proxy, if any, on rates and rate matters within the scope of this 
agreement, regularly before the meeting, shall be binding on the other members. 
Changes or additions in this organic agreement, admissions to membership, 
payment of ocean freight charges from a prepaid to collect basis and telephone 
polls between meetings will require the unanimous approval of the membership. 
Each member shall have one vote and may vote by proxy conferred upon any 
other member provided notification of such proxy is given to the conference 
office at or prior to the time of recording attendance at the meeting. 

“Only member lines which have had a sailing in the trade covered by this 
agreement within 3 calendar months prior to such meeting shall be entitled to 
vote at any meeting. 

“Wherever reference in this agreement is made to voting by, or presence at 
meetings of, all or a specified proportion of the membership, such reference shall 
be deemed to mean only those member lines entitled to vote.” 


NortH ATLANTIC UNITED KINGDOM FREIGHT CONFERENCE 
(Agreement No. 7100) 


Covers freight traffic from U.S. North Atlantic ports in the Hampton Roads/ 
Portland, Maine, range to England, Seotland, Wales, Northern Ireland and 
Hire. 

FLAG AND MEMBER LINES 


British—Anchor Line: Anchor Line Limited. Bristol City Line: Bristol City 
Line of Steamships, Ltd. 

British—Cunard Steamship Co.: Cunard Steamship Co. Ltd., The. 

French—French Line: Compagnie General Transatlantique. 
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British—Furness Warren Lines: Johnston Warren Lines, Ltd. 

British—Head Line and Lord Line: Ulster Steamship Co., Ltd. 

Dutch—Holland-America Line: N.V. Nederlandsch-Amerikaansche Stoom- 
vaart-Maatschappij, and “Holland-America Lijn.” 

Irish—Irish Shipping Ltd. 

British—Lamport & Holt Line, Ltd. 

British—Manchester Liners, Ltd. 

American—United States Lines: United States Lines Co. 

British—Wilson Line: Ellerman’s Wilson Line, Ltd. 


VOTING 


Article (6) of agreement No. 7100 of the North Atlantic United Kingdom 
Freight Conferences reads: 

“(6) The presence of a majority of the membership of any meeting shall con- 
stitute a quorum and the unanimous action of those present on any matter regu- 
larly before the meeting shall be binding on the other members and unanimous 
action, except as otherwise provided herein, shall be required for the adoption 
of any measure. The members agree to give due consideration to the majority 
view. 

“Each member shall have one vote. Any member may require that any vote 
be taken by secret ballot. Rate changes unless otherwise specifically agreed 
shall not be effective until the business morning following the day of the meet- 
ing and shall not be announced to the trade before they become effective but 
this shall not prevent the sending of night letters after 5 p.m., eastern standard 
time, on the evening prior to the date on which the rates become effective.” 


MIDDLE EAST MEDITERRANEAN WESTBOUND FREIGHT CONFERENCE 
(Agreement No. 7880) 


Covers freight traffic from Egyptian (Mediterranean), Syrian, Lebanese, Lat- 
akian, Grecian, Turkish, Russian (Black Sea), Bulgarian, Roumanian Ports, 
and from the Islands in the Eastern Mediterranean to United States Atlantic 
Coast Ports in the Charleston, S.C./Portland, Maine, Range. 


FLAG AND MEMBER LINES 


American—American President Lines, Ltd. 

Swedish—Eckert Line: Stockholms Rederiaktiebolag Svea, Rederiaktiebolaget 
Frederika, and Eckert Steamship Corp. (as one member (or party) only). 

British—Ellerman & Bucknall Associated Lines (as one member only,, the 
parties to which appear in Federal Maritime Board Agreement No. 7788). 

American—Isthmian Lines, Inc. 

Dutch—Koninklyke Rotterdamsche Lloyd, N.Y. 

American—Levant Line: Stockard Steamship Corp. and Atlantic Ocean Trans- 
port Corp. (as one member (or party) only). 

Dutch—N.V. Nederlandsch-Amerikaansche Stoomvaart Maatschappij, and 
Holland-Amerika-Lijn. 

Dutch—N.V. Stoomvaart Maatschappij “Nederland.” 








VOTING 


Article (5) of agreement No. 7880 of Middle East Mediterranean Westbound 
Freight Conference reads: 

“(5) The presence of two-thirds of the membership at any meeting shall con- 
stitute a quorum. Except as otherwise specifically provided in this agreement 
and on any organic changes in this agreement which require the unanimous 
approval of the membership, all conference action within the scope of this agree- 
ment shall be taken only upon majority assent of the members signified either 
in meeting or by communication among the members. Each member shall have 
one vote and may vote by proxy conferred upon any other member provided 
notification of such proxy is given to the Secretary at or prior to the time of 
recording attendance at the meeting. 

“Only member lines which have had a sailing in the trade covered by this 
agreement within 3 calendar months prior to a meeting, or prior to balloting 
by communication among the members, shall be entitled to vote. Reference in 


ee ee 
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this agreement to the vote of all or a specified proportion of the member lines 
means only those member lines entitled to vote. Only member lines entitled to 
vote shall be counted in determining a quorum.” 


ATLANTIC AND GULF RED SEA AND GULF OF ADEN FREIGHT CONFERENCE 
(Agreement No. 7530) 


Covers freight traffic from U.S, Atlantic and gulf ports (Brownsville, Tex., 
and Portland, Maine, range) to Suez and ports on the Red Sea and Gulf of Aden. 


FLAG AND MEMBER LINES 


American—American Export Lines, Inc. 

Dutch and British—Blue Funnel Line—Java New York Line: N. V. Stoom- 
vaart Maatschappij ‘Nederland,’ Kroninklyke Rotterdamsche Lloyd N. V., N. V. 
Nederlandsch-Amerikansche Stoomvart Maatschappij “Holland-Americka Lijn”, 
The Ocean Steamship Co., Ltd. The China Mutual Steam Navigation Co., Ltd. 
and Nederlandsche Stoomvart Mattschappij “Ocean” N. V. (as one member 
(or party) only). 

Norwegian—Concordia Line: Dampskibsaktieselskabet Alaska, Aktieselskabet 
Atlas, Dampskibsaktieselskabet Idaho, Skipsaksjeselskapet Hilda Knudsen, and 
Skipsaksjeselskapet Samuel Bakke (as one member (or party) only). 

British—Ellerman and Bucknall Associated Lines (as one member only, the 
parties to which appear in Federal Maritime Board Agreement No. 7788). 

German—Hansa Lines: Deutsche Dampfschifffahrts-Gesellschaft ‘“‘Hansa.” 

Greek—Hellenic Lines : Hellenic Lines Ltd., of Piraeus, Grece. 

Norwegian—Hoegh Lines: Skibsaktieselskapet Arizona, Skitsaktieselskapet 
Astrea, Skibsaktieselskapet Aruba, Skibsaktieselskapet Noruega, and Skibsak- 
tieselskapet Abaco S/S Atlantica (as one member (or party) only). 

American—lIsthmian Lines, Inc. 





VOTING 


Article (8) of agreement No. 7530 of Atlantic and Gulf Red Sea and Gulf of 
Aden Freight Conference: 

“(8) The presence of a majority of the membership at any meeting shall 
constitute a quorum, Except as otherwise provided and shown in this agree- 
ment the consent of at least two thirds of those present at any meeting and of 
those voting by proxy, if any, on rates and rate matters within the scope of 
this agreement, regularly before the meeting, shall be binding on the other 
members. Changes or additions in this organic agreement, admissions to 
membership, payment of ocean freight charges from a prepaid to a collect basis 
and telephone polls between meetings will require the unanimous approval of the 
membership. Hach member shall have one vote and may vote by proxy con- 
ferred upon any other member provided notification of such proxy is given to 
the conference office at or prior to the time of recording attendance at the 
meeting. 

“Wherever reference in this agreement is made to voting by, or presence at 
meetings of, all or a specified proportion of the membership, such reference shall 
be deemed to mean only those member lines entitled to vote.” 

(Appendixes II through VII referred to follow: ) 


APPENDIX II 


APPLICATION FOR MODIFICATION IN RATE Must CONTAIN FOLLOWING INFORMATION 


PS. sai cada sanla basse ea ae are sc rec cig ane ee aa as 
SSE ee Baty hie Pigs ui lg hie eae 
Re, a a ee en re Re ae oe ee ee ee eee 
Rail or official consolidated classification: _..._. Page: _.___ Item No. ____- 


Se , 
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DESCRIPTION OF GOODS 
Re ne ea at oi eo 
Gross weight of package: 
Ne eo cscqsncincaineneneheniuseeeeeineaeew men rch miiiniie 
Value per pound or per package landed: 
I a iia senna hea ginaiagnpemenenniienathinel 
11. Rate requested: 


DAD 


°~ 
a 


12. State percentage ocean rate is of the goods landed: _.------___--_-__-_____ 
nem OO a cash cas cnn aah as ouadenmaneniann 
14. Anticipated volume if reduction granted; state also on what grounds esti- 
mamee' O6 SRST es a eee ae ie eo 
15. Reasons for modification to be given in full, if on account of foreign compe- 
tition state origin and extent; steps taken by the shipper to reduce his other 
costs and how his article compares with the foreign article; also any other 


SOR, thcth sh oti dicicdcmdomardinieks 

ic a aN CONFERENCE MEETING 
PUNE 8 bisects bd cderci steal erate abst ee wr 8 a 
etn 6 1 Site ioe ted a Se est Fs 
UN WON ib tias i catlige a ee es bes Se ele ed ee 
ny IG Gntee es a td te eh) hee ee ee lt 
Measurement, cubic feet: 


Use: 


(ES AEE EE, FON PEN ae eee eee ee ae 
Nae eee ere nec ceemh oiuiocciel en te pean oo cies eases ania a) oeertatvees piuntesic abvabesnene eno 
Porte of deskination : <ncscccsen wedi Volume of present movement: _______ 
IIE ghd rerio da oe ee eae aie Anticipated volume : ................ 
I I ili tind te hades in tvanbedihd bic delta tadltdn Sb odin bes tek mshalsndibeatte 
Mail :wete bo: NOPCi06 scenic cc nswiendinensenur SIDR ce hnyanctaet it ak Bich nwinnsnte 
nie hail chan eh bd ceienertec es NOI ii oa i catia eaccek nabbed B sheeted 


Request received from— 
Tariff Contract Best terms Decline Drop Defer 


Recommendation, chairman.____ vishell ineeheeirieteesdin! + laces Ssrabit deer 
Recommendation, rate committee .... <--.... -<-..---.. -~ 1... Sees! iseixt 
Action, conference__._._________ beiadiek re tebereiima tes 0 tit alte Ye tear ei en ee 


8 i a i a Ne es a ad gg ee RL ek ek 


APPENDIX 1V 


Tobacco export statistics 


SCHEDULE B NO. 260110. COMMODITY: TOBACCO, FLUE-CURED, UNSTEMMED 











To United Kingdom Value To West Germany Value 
Year a toate a = ee "2 ae ee ee per 
pound pound 
Pounds Value Pounds | Value 

= iain 

| Cents | Cents 

testientem penitent -| 147,114, 782 | $113, 773, 495 | 77.3 $47, 367, 886 70.1 
1957 sides a 161, 932, 789 125, 253, 890 77.3 | 34, 438, 957 65.8 
1956 is | 151,416,894 | 107, 640, 599 71.0 5 | 34,480, 113 60. 1 
1955_.. : eee 177, 997,980 | 126, 552, 322 | 71.0 | | 30, 800, 221 64.5 
1954 5 _ la 243,125 | 107, 824, 639 | 73.2 21, 701, 348 62.3 
1953 __. 174, 763, 357 123, 047, 799 70. 4 | 36, 649, 871 60.0 
1952 i ‘ 48,871,735 | 33,080,217) 67.6 36, 287, 705 54.7 
1951_.. J cane aeita 219, 693,815 | 144, 805, 077 65.9 20, 374, 763 53. 6 
1950__- : ees ‘ 130, 366, 228 82, 872, 117 63. 5 24, 204, 520 37.7 
1949_.._. : 161, 417,518 | 89,775,288 | 55.6 17, 569, 762 30. 2 
ae ww mea 164, 493, 299 88,481,755 | 53.7 5, 349, 843 25.9 








ee ee 
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Pounds Value 





















































| Value per 
pound 
1958 Cents 
TOE Ge ie IN Sn boone tccnctenchosccunaccannsens 381, 342,619 | $278, 988, 127 73.1 
TI RN aoa diccigs acca asta mi sag tannic ai elanen 147, 114, 782 113, 773, 495 77.3 
MUNN ee ceides db bdsnwsnonnncdawinen acuseanebaumsnsa: 12, 411, 862 9, 700, 086 78.1 
INN i iin iarclackonsieloniendacsibereck taetiaaaatatides 67, 551, 529 47, 367, 886 70.1 
PN vice Sin cesicdosy dWannsadice sonatas s ie 15, 325, 801 7, 768, 057 50. 6 
PR <b cnt Pesce teudsacddetetiounedewimsusumouincekassene 11, 203, 507 5, 181, 652 46.2 
I icteric er ee OR ee ee 10, 052, 956 6, 875, 721 68.3 
1957 
Total (to all foreign countries)... ..............--.--.------------- 402, 885,000 | 201, 524, 364 | 72.3 
Pn i 161, 932, 789 125, 253, 890 77.3 
 au4-0dinakttitinnednnhwadicaansud sip th isaietsintsteth ataaieaneteatee 9, 673, 163 7, 472, 494 77.2 
Re I idcche sda ctbiing oak ined old nthe maswanciidcndeubias, 52, 329, 322 34, 438, 957 65.8 
DIRS Ns Se ied isha esnb de cnet Oe cdvoknuwanuduwuittabiod 23, 113, 640 11, 696, 028 50.6 
DE i ccscd bhatt idan strc eteaia td Ricsicrsasecanikcinine gis tebncuineae 12, 779, 244 6, 192, 579 48.4 
bcd et dc adactidad dts Losin tcnanihuknsinkelienbeien 11, 586, 933 | 7, 924, 702 68.3 
1956 
Total (to all foreign countries). ................____- ieee 409,340,417 | 270,978, 494 66.1 
I a 151, 416, 894 107, 640, 599 71.0 
Rit ss atdtatebtiinciaxcdaddscuenceckasukecns te 8, 471, 990 6, 117, 776 72.2 
I Sone Sa mmm 6 ere Sire aCe ee 57, 288, 965 34, 480, 113 60.1 
I So ath ei ca a aie oh ne i ae 24, 199, 472 10, 849, 160 | 44.8 
lati ee a a ee ee ee 15, 318, 038 5, 976, 539 39.0 
ne tel ee ee at een 10, 113, 229 6, 742, 496 | 66. 6 
195 
Total (to all foreign countries) _______ asda ha taeda aaeb ease a ee 445, 198, 790 | $297, 470, 089 66.8 
Me I os Foca pee it a rade Re eke | 177,997, 980 126, 552, 322 71.0 
Rat Ro cn ees base lcm neeas 12, 403, 691 8, 793, 946 70.8 
I tia ee ee eee <adsuees 47, 705, 828 30, 800, 221 64.5 
I ee ee 23, 110, 326 9, 775, 340 42.2 
sie a cased mints sncccitea wane anaucud acai caeeae oer cone 19, 828, 350 7, 135, 441 35.9 
PRG Kaaneabeuieski dec ceredc cated a le 10, 256, 091 6, 700, 645 65.3 
1954 | 
Total Cho Wii fotetgm eammtr ied) «ooo nine ceccencacccccdecce 364, 715, 225 | 249, 841, 880 68.5 
RE CUMIN 55a ccctusntniccn cn cdcimddemnciniak cute tarienaisaebos eal 147, 243, 125 107, 824, 639 73. 2 
pO ES: a a a Ra ia eae shai 13, 681, 830 9, 828, 433 71.8 
Ta as ie a eee 34, 804, 706 21, 701, 348 62.3 
ee ed cot et ate eae ee eee ee ee 29, 887, 696 13, 214, 342 44.2 
MI bods telles cste co seinscruecesespnsosclinaia cecclcas Sinsincesmrenioiabis deaishee aa ete aeedaagie 7, 387, 857 3, 039, 507 41.1 
Pind vniwccnnnwmines iiiaelagd iain eect ace araaka iia 7, 810, 845 4, 926, 688 63.0 
1953 
‘Total (fo all fovel gn eoumivies).. .. 2.222222 nnnccsnceenencuewee 432, 285,716 | 286, 333, 295 | 66. 2 
Re i 174, 763, 357 123, 047, 799 70. 4 
PN ee ai dg titi sine ccndwisaegeukaniindensecaccmadena 16, 876, 823 11, 871, 561 70.3 
I a e 61, 005, 560 36, 649, 871 60.0 
I cis ciaccannacisnlabicdai sce nncceaukudebnd teen esay ahaa 29, 737, 133 12, 573, 885 42.2 
ee didi badieeinnaah dade aide bnacan ae ana ae 7, 492, 744 3, 038, 063 40.5 
Sa kid db ss bnedaledakdawntdacdonc continu ee 9, 663, 223 6, 249, 294 64.6 
1952 
‘Total (00 alt foreign countries) << <<< <<. ~~. nc ccnnnencncscccscse 304, 062, 104 188, 109, 156 61.8 
I ee a ae a 48, 871, 735 33, 080, 217 67.6 
Be a ee Re 14, 776, 223 10, 195, 660 69.0 
West Germany 66, 276, 418 36, 287, 705 54.7 
DE ied ies ak nner dee ade dns Gears ecaincsinalioda 26, 384, 418 11, 899, 885 45.1 
emia tilts aun nandid Gecedecdecdiniusenenaaaain 10, 631, 309 4, 496, 440 42.2 
Serr ipa anne erin one oie eae 6, 987, 866 4, 174, 872 59.7 





Sse nnn 


Source: Reports No. FT 410; U.S. Department of Commerce, Bureau of Census, Washington, D.C. 
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APPENDIX V 


This tabulation contains general cargo rate bases from 1940 to date showing 
the complete list of general rate increases, percentages and effective date of same 
in five of our representative conferences employing dual rates: 









































Rates basis, general cargo 
Date Percent | aa “ 2 
increase 
Norway Denmark Sweden 
cascada sie Bid ceaetapnnaiiseed pratima asian a ss ait ai 
eS | eee cae ‘ 4 ee $1. 30/2. 35 $1. 10/2. 00 
Sh By MO an ittadiinescgunybehosabuure eos J cushusiien 1. 30/2. 35 1. 65/3. 00 1. 10/2. 00 
PE Be BOE iin cracwncee a «uae ; se saan heaunin . 9734/1. 7244}. 9734/1.72%4| .97%4/1.72% 
iM ean in Usdin es darbonioedsaieihbanis . : pbivieaamaibae . 95/1. 70 . 95/1. 70 . 95/1. 70 
Ns ils bd dcasebeedne a “ 10 1. 05/1. 90 1. 05/1. 90 1. 05/1. 90 
Dec. 1, 1951. ....--- Pee wanna seks as 10 1. 15/2. 05 1. 15/2, 05 1. 15/2. 05 
SS eee piatame 15 1. 30/2. 30 1. 30/2. 30 1. 30/2. 30 
te anda sade dnadeden : os 10 1. 45/2. 60 1. 45/2. 60 1. 45/2. 60 
Present rates_-_- . ae oe ‘ ‘ ls kepenediennes 1. 45/2. 60 1. 45/2. 60 1. 45/2. 60 
Percent | Antwerp, Hamburg, 
Date increase Rotterdam, Bremen, 
Amsterdam | Bremerhaven 
a Nt oe dec anion scat in ad Mean ieee $1.25/2.25 |... 
PT OF Ss as cape now en bataew dans ‘ snea : eels ssectguseces . 8644/1. 55% ; 
gion an enecuck as ba : ; Ssh cecnelbensnmnse . 8634/1. 5544| $0. 9734/1. 7244 
of ie Saget ees ; a Pcne sexs canes . 85/1. 50 | . 95/1. 70 
BIN ee og icine neces , wie’ ees .95/1.70 | 1. 05/1. 90 
En nns on oun a bene aoe : bana as 1.05/1.90 | 1. 15/2. 05 
a pacha tlendhdaece Wiad nash waelnielee none Reduction — . 95/1. 70 1. 05/1. 90 
10. 
HE Ek DS a c0 ween egeccuinigh nia a | 15 1. 10/1. 95 1. 15/2. 05 
Bee wc acensen ae oe : | 10 1. 15/2. 05 1. 30/2. 30 
| ep | 10... | 1.30/2.30 | 1. 45/2.60 
Present rates_.....--.--- eb aaesouheats [sccnceccevsena]) SREWO | Teo 
| 
—— = - os : 
Percent French 
Date increase Atlantic 
ports 
Jan. 1, 1940 d 7 ; ; . : : | $0. 75/1. 35 
Sept. 25, 1944 _ : 2 ; | | . 8644/1. 5544 
Nov. 18, 1946. ___. ; | : . 85/1. 50 
Mar. 1, 1951 3 10. . 95/1. 70 
Nov. 21, 1951 10 1. 05/1. 90 
Jan. 1, 1953__ : fh : 3 7 | Reduction | . 95/1. 70 
| 10. 
Ree 6) PO. ccons ck nile : puiuhiaboncucnaeeh ates 15. ‘ | 1. 10/1. 95 
ss Se J Batman amie 10_ 1. 15/2. 05 
Pen, 1, 1067... 2.2 ee a . Je ee nee 10- 1. 30/2. 30 
Present rates be athe wok ito aca ine ‘ : ais igi aa aeeboieednl Jit 1/30/2. 30 
aa so 
| Rates basis, general cargo 
| | ae 
Date Percent | Genoa, Italy 
increase | Alexandria, 
Or ae: | | Egypt 
| Passenger | Freight 
| vessels | vessels | 
| | | | 
May 1, 1940___-. imneitinctnda ianmedidtahebeininmmesainnd pinta | $45. 00 $41. 25 | $47.00 
Mar. 20, 1942. RE ae as Sc iat ee 45. 00 41. 25 53. 00 
Aug. 14, 1943. Ei isenies onto steel 45.00 | 41.25 | 48.00 
RS BR rer sie ds cae mn . : oak wis Gob aanicoell : -| 45.00 | 41, 25 | 37. 50 
Oct. 16, 1944_.__- : a 37. 50 | 37. 50 | 37. 50 
Nov. 1, 1945___- kaka j id a nil 37. 50 | 7. 50 37. 50 
May 1, 1948_- p J : : | 37. 50 | 37. 80 37. 50 
Mar. 1, 1951__ : 7 ; 10 | 41. 25 | 41.25 41. 25 
Dec. 1, 1951__- j 4 : . 10 45. 50 | 45. 50 45. 50 
Dec. 31, 1955... .-- ; | 15 | 52. 25 52. 25 | 52. 25 
May 15, 1956__. bea od 5 WES 10 | 57. 50 | 57. 50 | 57. 50 
Oct. 29, 1956__- ; 10 | 63. 25 | 63. 25 63. 25 


Present rates..............- . eindnwecaasaechyepRakesscernee 63. 25 | 63. 25 | 63. 25 
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Percent | United 
Date increase Kingdom 
| ports 
* e — — —| _ |—— ~- , 
Jan. 1, 1940__..-..-- Sted rama ateas Sccciiatials sibcicediicbinee ncaceteiaa RE | $0.75 /1.35 
De GN  aiccucinit@nde atone was sc al i was 7 afancablbsl a tage tha ical eal . 8644/1. 55% 
ON Se eee ee : ees 7 dla edad epee . 7834/1. 41% 
Feb. 1, 1946__..-. peta ele ae eat Ak Rt Siig Tc. n-[--teccey <7 (LS 
FO te wine n cones encncs~ sex sawense - eee 10 | -85 /1.50 
rE ME 6 hn wee as oe ee eu Soe eal 15| 1.00 /1.80 
Apr. 1, 1955_-- Sieed osninniade baba ; ; ; 7 -| 15 1.15 /2.05 
te Ba cated Saagiiosobspobeache dweptelbemtentine sees Rignedakheswe nal 10} 1.25 /2.25 
| 1 


a oe Sbns~ndpg~ sp ascann gen ccapetibangaeuedéahankansdlaee | .25 /2.25 


Rates shown above to Genoa and Alexandria are per ton of 40 cubic feet or 
per ton of 2,240 pounds, rate yielding greater revenue must be charged. 

Rates to the other trades are in cents per cubic foot or per 100 pounds. When 
an optional rate is shown, such as 1.30/2.35, the figure before the oblique mark 
is cents per cubic foot and the figure after the oblique mark is cents for 100 


pounds and the rate yielding vessel the greater revenue must be charged. 


APPENDIX VI 


1958 (estimated) sailings and services, nonconference operators, from U.S. North 
Atlantic ports, to transatlantic trades shown 


{Note.—This estimate does not include tramps, tankers, unadvertised nonmembers liner sailings, etc.] 





























| 
Trades serviced on direct or | 
transhipment 
| - | 9 } | % 
| e | | 3 ° | Ss | = 
Nonmember | Start of service ah aed = 
(Zia; eig]: | 4 
Pes] Ms Ble lg 
e/e/a/3/8/81 8 
Sigil eizti¢gtia 
= | O}m& |e |Alae | & 
~ a = oigree was a et se Soe Skee a 
1. Central Gulf Lines ..-.---}] September, 1957 : x | 10 
2. Chilean Line !___-------- October 1950 Se x : ae 7 
3. Costa Line pe eae Se November 1948 Se eae Pe. at -| 26 
4. Crosses 2806 o>. 5.2 ~..,- December 1957 F anita git 12 
a i ee ae ..---| January 1958 | = a } X 12 
6. Garnac Grain Co.?__--- a . x | | 
7. Hamburg Chicago Line---.-- April 1958_- atts Sosa ds bak ails Oe 1 
8. Hycar Line nu caangud race Ghnt eee vn —_— wsel : | l 
- ee Continental, 1931 - Lae | 17 
9. Isbrandtsen Co... ...-- (iceaeenien. 1951 acu . x xX 24 
10. Mamenic Line__- _.----.----| September 1957 3X | X |X |*X [3X | 19 
11. Meyer Line gicawasees July 1948. _- 2 es TOA. POE Pe 46 
12. Mitsui Line Cecewkan May 1953 eadceceeaas . a 21 
13. Nautica Line 5 December 1957 re 16 
14. Orient Mid East Linés*.......| August 1957:........2.[--.--}--222-}--..22] x xX 26 
15. Polish Ocean Lines. - -------- March 1958 ; . x4 9 
16. Scindia Steam Navigation .| September 1958__ | ssa ¥.i = 4 
17. States Marine Lines Ri Satin bieore ated xX | Xx me ae Ess | : 42 
18. Turkish Cargo Lines____-- | March 1955 is 4 al . 12 
19. Wallenius Line- --- ..---- ....| January 1955... mi At | ‘ 2 
20. Waterman Line_____...------ 1946. evedeed Bh We, b 2 RK band i caadebdew noel 39 
St. Wagoeeny tame... 5... 25. July 1952 eats 2 As ad ad eS ea 18 
Total (estimated) nonmem- |..--._-- ios Boe ei Ok Si ee ee ee 
bers 1958 sailings. 


1 Chilean Line Service terminated September 1958. 

2 Garnac Grain Co. advising will have sailing every 40 days to continental ports. 
3 Transhipment basis. 

4 Direct and transhipment. 

5 Nautica Line service terminated August 1958, 

* Formerly Tricerri and G. Lemos Co. 
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AppenpiIx VII 


Attached are a few characteristic examples of letters of appreciation from 
undernoted small exporters to conference office showing tonnage (when stated), 
destination, date of applications, and effective date of reduced rates. 














Date of Effective date 
Name of exporter Tonnage Destination application of reduced 
rate 
1. Mission of California Inc-_-.---- 5 to 10 tons__._-- BEM acncasacaccans Sept. 22,1958 | Sept. 25, 1958 
2. Charles Mathieu, Inc--_.....-.- —— car- Ttaly...ccaccasccacds Apr. 1,1958 | Apr. 10, 1958 
oad. 

3. Lawrence Robinson & Sons---| 25 tons...-....-- es Dec. 3,1954 | Jan. 14, 1955 

4. Walter Kidde & Co., Inc_------| 35 to 40 tons.._.. North Africa___..--- July 5,1957 | July 9, 1957 

5. Georgia-Pacific Corp. --.-_--- TL Socddak eb benatetes WOU. 5.22 ood Aug. 27,1958 | Sept. 26, 1958 

6. Brush & Weaving Hair Man- |_._-.-.-.--..----- Wis teh adi Mar, 7,1959 | Mar. 19, 1959 

ufacturing Co. 

7. The Carborundum Co-.-.--.--- _ i LE United Kingdom_...| Nov. 26,1958 | Dec. 18, 1958 

§. Aldine Pane? Go: Inei::..04.20} liso. Soc ecce Baltic-Scandinavia..| May 7,1958 | May 23, 1958 

9. The Master Builders Co_____-- Carload_-__.._--- Mediterranean-__-_-_- Oct. 26,1956 | Nov. 29, 1956 

10. National Gypsum Co--------- SOI ok ine Saudi Arabia__...... Nov. 3,1958 | Nov. 21, 1958 
BS; Se SEI cr cntealosecnueounsdwanant Syria and Lebanon__| Apr. 11,1957 | Apr. 25, 1957 
12. Siegel Chemical Co., Inc_-_----| 200 tons___-._--- eee Mar. 27,1958 | Apr. 10, 1958 
13. The H. R. Nicholson Co-___---| 60 to 65 tons_....}| Saudi Arabia___..__- June 1,1956 | June 21, 1956 
14. R. M. Hollingshead Corp. - --- Sept. 25,1958 | Oct. 9, 1958 
25, TSR RLY CORRE RIGO. 6 one ce bin cncecn tiny esp Jan. 28,1959 | Jan. 29, 1959 
16. Magna Mercantile Co. Inc- -- d July 22,1958 | Aug. 21, 1958 
37. Cees ©. Wee Oo., Ino. .....)........ ..| May 27,1953 | June 29, 1953 
18. Rosenblatt Bros., Inc_....--..- d Sept. 16, 1954 | Sept. 23, 1954 


19. Murbas Trading Co.__.....--- 
20. Gillespie & Co. _-............-- 
21. TNT Food Products, Inc-_ --.-}. 1,000 cs..........| Sweden_-............ 
ee 0 SE I a cecrantnngwics ccnweencsecbncmnve Mediterranean 


Oct. 9,1957 | Oct. 24, 1957 
iced aa ccs aacasta cient Sept. 9, 1954 | Sept. 24, 1954 
Oct. 15,1957 | Nov. 1, 1957 
May 29, 1957 | June 20, 1957 
Apr. 19,1957 | June 14, 1957 


1. LETTER, SEPTEMBER 30, 1958, FROM MISSION OF CALIFORNIA, INC., NEW HAVEN, 
CONN. 


Subject: Syrup, beverage, Mediterranean 

“Please refer to your letter of September 29, regarding the above subject 
matter. 

“We take this opportunity to thank you and the member lines of the North 
Atlantic Mediterranean Freight Conference for the approval of our applica- 
tion of September 22, 1958, for modification in tariff item on subject commodity. 

“As per the information contained in your above-mentioned letter, we un- 
derstand that any and all shipments of our syrup-beverage, in 5-gallon pails, 
as well as in cases, will now carry the ocean freight rate of $50.50 per ton when 
shipped on member lines of the North Atlantic Mediterranean Freight Confer- 
ence. 

“We thank you again for your cooperation in this matter.” 


2. LETTER, APRIL 14, 1958, FROM CHARLES MATHIEU, INC., HOBOKEN, N.J. 


Paper bags, empty, Mediterranean 


“T acknowledge your letter of April 11 giving us the word that a rate of $58 
a ton on the bags which we are shipping to Italy, empty, will apply: ‘Paper 
bags, empty, with or without jute lining, with or without accompanying tapes 
(not moth or used), packed, $58 ton.’ 

“It is needless to say that we greatly appreciate this action on the part of 
the conference committee and we wish to express our personal thanks to you 
for taking this under consideration.” 


3. LETTER, JANUARY 24, 1955, FROM LAWRENCE ROBINSON & SONS, MODESTO, CALIF. 
Seeds, Mediterranean 


“Yours of January 14 with a notice of change in freight rates effective imme- 
diately to Mediterranean ports. 

“We are indeed happy and pleased to have this reduction, and we want to 
extend to you our good thanks for it.” 
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4. LETTER, JULY 19, 1957, FROM WALTER KIDDE & CO., INC., BELLEVILLE, N.J. 


Extinguishers, fire 
“Thank you very much for your letter of July 9 advising that the tariff on 
fire extinguishers has been reduced to $44 per ton w/m. We have requoted our 


customer in Casablanca on the c.i.f. charges and we sincerely hope we will all 
profit with this reduction.” 


5. LETTER, SEPTEMBER 29, 1958, FROM GEORGIA-PACIFIC CORP., AUGUSTA, GA. 
Lumber, Baltic 


“We were most pleased to receive your kind letter dated September 26 offi- 
cially replying to our request of August 27 that the ocean freight rate on heavy 
hardwood lumber, heavy hardwood logs, and hickory dimension stock in bundles 
be reduced from $1.55 per 100 pounds to $1.40 per 100 pounds, thereby putting 
it on a comparable basis with rates from the South Atlantic and gulf ports 
to Swedish base ports. 

“It is certainly gratifying to learn by your letter of September 26 that your 
conference has now established such rate at $1.40 per 100 pounds and we feel 
this will definitely stimulate business. May we thank you for your good coop- 
eration in arranging this freight reduction.” 


6. LETTER, MARCH 27, 1959, FROM BRUSH & WEAVING HAIR MANUFACTURING 
CO., NEW YORK, N.Y. 


Animal hair and animal hair waste 


“This is to acknowledge with thanks your letter of March 26. We indeed 
appreciate the substantial reduction the conference has granted us on ship- 
ments of animal hair and animal hair waste to Mediterranean ports. 

“We are hopeful that our concerted efforts will lead to considerable business 
and we want to take this opportunity to thank you for assisting us in secur- 
ing a reasonable freight rate.” 


7. LETTER, JANUARY 7, 1959, FROM THE CARBORUNDUM CO., NIAGARA FALLS, N.Y. 
Crude abrasive ore, United Kingdom 


“We thank you for your December 30 letter advising that rate of $13 per 
gross ton on the above has been established to apply through March 31, 1959. 

“This action is very much appreciated and our only remaining problem is to 
expedite publication by the railroads of a rate to the ports which has been ap- 
plied for. If necessary, we presume this rate can be extended and that such 
will be readily granted if the tonnage is moving. 

“As to our request for adjustment in the rate on mullite, we are agreeable 
to the $1.30 to United Kingdom rate which I believe is the rate currently in ef- 
fect to Antwerp and Rotterdam. We understand this product is to be described 
on ocean bill of lading as unshaped plastic firebrick and water.” 


8. LETTER, MAY 26, 1958, FROM ALDINE PAPER CO., INC., NEW YORK, N. Y. 


Tea bag paper, Baltic/Scandinavian 

“Your letter of May 23 is acknowledged. It is good news to be advised that 
member lines of the conference have given tea bag paper a classification and 
assigned a rate to it on shipments going to Baltic-Scandinavian ports. This ac- 
tion will be of considerable assistance to us in selling tea bag paper and estab- 
lishing an export business in an area from which we have been excluded up until 
the present time. This is a growing market, and we cannot expect large scale 
results for the immediate future, but we are optimistic on a long-range basis. 

“Again thank you very kindly for your prompt consideration of this matter.” 


9. LETTER, DECEMBER 13, 1956, FROM THE MASTER BUILDERS CO., CLEVELAND, OHIO 


Cement surface hardening compound 
“We wish to express our thanks for information contained in your letter of 
December 6 advising that the conference has established a rate of $30 per gross 


ton on ‘Compound, cement surface hardening, dry (nonhazardous)’ effective 
November 29, 1956. 

“We know that the establishment of this rate will be a big factor in helping 
us to develop the Italian market and will prove to be to our mutual advantage.” 


87159—59—pt. 2-27 
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10. LETTER, NOVEMBER 26, 1958, FROM NATIONAL GYPSUM CO., BUFFALO, N.Y. 


Cold water paste, Jeddah, Saudi Arabia 


“We wish to acknowledge and thank you for your letter of November 21 con- 
firming a reduction in the conference rates on cold water paste paint from New 
Orelans to Jeddah, Saudi Arabia, from $61.50 to $55 weight or measurement. 

“This comes as very good news which we will pass on to our customers with 
the anticipation that it will not only permit us to hold this traffic on conference 
line vessels, but also will result in an increase in tonnage.” 


11. LETTER, MAY 3, 1957, FROM GREENE PRODUCTS CO., INC., NEW YORK, N.Y. 


Plastic nursing bottles 


“We wish to acknowledge with thanks receipt of your letter of May 2 in- 
forming us that the member lines approved a rate reduction on plastic nursing 
bottles. 

“We certainly appreciate the action taken by the member lines and we have al- 
ready notified our various customers in an endeavor to obtain new business 
from them on the basis of reduced freight costs. 

“We certainly appreciate your cooperation.” 


12, LETTER, APRIL 14, 1958, FROM SIEGEL CHEMICAL CO., INC., BROOKLYN, N.Y. 


Ferric chloride, Mediterranean 


“We wish at this time to acknowledge receipt of your letter of April 11 inform- 
ing us of the establishment of a rate on ferric chloride for shipment to Atlantic- 
Mediterranean ports. 

“We appreciate the step taken by the conference and thank you most sincerely 
for your interest and kind consideration. We do hope that this freight rate will 
enable us to close the business on which we were working at the time of our 
request.” 


13. LETTER, JUNE 26, 1956, FROM THE H. B. NICHOLSON, CO., BALTIMORE, MD. 


Syrup, beverage flavoring 

“Thank you for your letter of June 25 in which you informed us that you 
were able to effect a rate basis and tariff on syrup, beverage flavoring, effective 
June 21. 

“T have talked with American Export Lines who are handling the shipment we 
have on the Exemplar for the port of Jeddah, Saudi Arabia, and they advised 
me that they have not been notified of the new rate to apply to this commodity. 
They have requested that I send them a copy of your letter so that they will 
have the information in hand and attempt to use the new rate of $40 per 40 cubic 
feet to the shipment they are now handling for us. The Ezvemplar is not sailing 
from Baltimore until June 28, therefore we feel that our customer should be 
given the benefit of the new established rate rather than the rate of $60 for 
which he had previously been informed. 

“Will you kindly promptly notify American Export Lines, Keyser Building, 
Baltimore, Md., of the new rate so that it will be in order for them to bill us 
accordingly. 

“Again thanking you for your prompt and courteous attention.” 


14. LETTER, OCTOBER, 13, 1958, FROM B. M. HOLLINGSHEAD CORP., CAMDEN, N.J. 


Hydraulic brake fluid, Mediterranean 

“T appreciate very much the contents of your letter of October 9 advising that 
effective October 9, hydraulic brake fluid rate has been reduced to $40 w/m. 

“We will immediately take steps to try to recapture the Greek market in par- 
ticular and increase our business in the whole Mediterranean area. 

“We appreciate very much your kind assistance.” 


15. LETTER, FEBRUARY 2, 1959, FROM KIMBERLY CLARK CORP., NEENAH, WIS. 


Paper, resin impregnated, Mediterranean 

“This will acknowledge your letter of January 29 advising that the above item 
in the Mediterranean tariff has been amended to read: ‘Paper, resin impreg- 
nated, in rolls, or in rolls in cases, at $28 per ton w/m.’ 
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“We greatly appreciate your kind offices in this amendment and also thank 
you for advising that member lines authorized the adjustment of ocean freight 
on shipment covered by bill of lading No. 18 per Independence, January 26, 1959, 
New York/Genoa, to the above basis.” 


16. LETTER, AUGUST 25, 1958, FROM MAGNA MERCANTILE CO., INC., NEW YORK, N.Y. 
Household electric irons and toasters 


“We hereby acknowledge receipt of your letter dated August 22 whereby we 
have received a new rate on irons and toasters. 


“We think that we may be able to promote the sale of these products in Italy 
based on these figures. 


“We appreciate all that the conference has done and is doing, and we hope 
that we may be able to stimulate sales of these items in the near future.” 


17. LETTER, JULY 2, 1953, FROM CHARLES P. HULL CO., INC., NEW YORK, N.Y. 
Solder dross and scrap metal tin bearing residues 


“Thank you for your letter of July 1, 1953, advising us of the reduced freight 
rates on solder dross and scrap metal tin bearing residues to the United King- 
dom. We feel this is a step in the right direction, and we appreciate your efforts 
regarding this matter. 

“Thanking you, we are.” 


18. LETTER, OCTOBER 4, 1954, FROM ROSENBLATT BROTHERS, INC., CHELSEA, MASS. 
Rags, United Kingdom 

“Replying to your letter of September 30, we acknowledge your advice of the 
reduction in rate to $1.75 per 100 pounds effective September 23, 1954, on rags 
in bales from North Atlantic to United Kingdom ports. 


“While this is not the rate we requested, we thank you for your efforts in our 
behalf.” 


19. LETTER DECEMBER 3, 1957 FROM MURBAS TRADING CO., NEW YORK, N.Y. 
Galvanized waste steel sheets 


With further reference to yours October 25 asking we advise of shipments, 
please be advised that we shipped today on the steamship Hzford the first 25 long 
tons, bill of lading No. 1. 

“With our thanks again for your cooperation, we remain with the writer’s 
warm regards.” 


20. LETTER SEPTEMBER 27, 1954 FROM GILLESPIE & CO., NEW YORK, N.Y. 
Spring mattresses, France 


“We thank you for your advice of September 24 pertaining to a reduction in 
OFR you were kind enough to allow on shipments of mattresses to Europe. 

“We shall certainly do all we can to promote the sale of these products to 
France, and other countries in Europe if possible. 

“Thanking you for your cooperation, we remain.” 


21. LEJTER NOVEMBER 5, 1957 FROM TNT FOOD PRODUCTS, INC., LAWRENCE, KANS. 
Popcorn 


“This will acknowledge receipt of your letter of November 1. 

“We appreciate very much the new ruling of the conference, establishing the 
same rate for packaged popcorn for home popping regardless of how it is 
packaged. 

“Thank you for your cooperation.” 


22. LETTER JUNE 24, 1957 FROM E. J. LAVINO & CO., PHILADELPHIA, PA. 


Manganese ore, Mediterranean 


“We thank you for your letter of June 21 confirming the respective conference 
and nonconference ocean freight rates of $38 and $45.50 per long ton of 2,240 
pounds on manganese ore from Philadelphia to the Mediterranean area and will 
advise further after customer accepts our quotation.” 
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23. LETTER JUNE 21, 1957 FROM G. KRUEGER BREWING ©O., NEWARK, N.J. 
Beer (ale), West Germany 


“We received your letter in which you advised us that the freight rate from 
New York to Hamburg has been reduced from $2 to $1.55 per hundred-weight. 

“This is certainly good news to us and we wish to thank you for your fine 
cooperation and interest in our problem. 

“With kindest regards, we remain.” 


The Cuarrman. You will be here in the morning for questioning. 

Mr. Anprews. I might say, gentlemen, I have this short statement. 

The CuarrMan. The committee has an engagement at 5:30. 

We will have to recess until tomorrow morning at 9:30. 

(Whereupon, at 5 p.m., the hearing adjourned to reconvene at 
9:30 a.m., Wednesday, April 29, 1959.) 

(The following was furnished for insertion :) 


STATEMENT OF HueH H. HARDWICKE BEFORE THE HoUsE COMMITTEE ON 
MERCHANT MARINE AND FISHERIES AT NEWPORT NEWS, VA. 


My name is Hugh H. Hardwicke. I am traffic manager for Larus & Bro. Co., 
Inc., 22d and Cary Streets, Richmond, Va. My experience extends over a period 
of 41 years in the tobacco industry. 

Larus & Bro. Co. are manufacturers of smoking tobacco and cigarettes. 
These commodities, along with unmanufactured leaf tobacco and tobacco flavor- 
ing and casing are exported to various foreign countries. Turkish tobacco is 
the only commodity imported into this country. 


NATURE OF SHIPMENTS 


Our individual shipments vary in size from 100 pounds to several hundred 
thousand pounds. Our manufactured smoking tobacco and cigarettes are often ex- 
ported on the same bill of lading, with material advertising the product, as in the 
case with our unmanufactured leaf tobacco and tobacco casing and flavoring. The 
commodities mentioned are the only products exported by Larus & Bro. Co. 
The quality of the shipments are perishable; to some extent fragile, and would 
probably be in the valuable category. Shipments are forwarded at regular 
intervals. 

COMPETITIVE MARKET 


The commodities exported are very competitive, and speed is a definite factor 
in many instances. Regular scheduled sailings are an important factor, as 
foreign markets on the above commodities are strictly competitive and inven- 
tories are held to a very low minimum due to the shortage of American dollars 
in many foreign countries. Prices are quoted cif. and f.a.s., and shipping costs 
therefore play a very important part due to the highly competitive market. 
These commodities cannot be classed as seasonable, as there is a regular move- 
ment throughout the year. 


METHOD OF SHIPMENT 


Our plant is located in Richmond, Va. and we maintain a regular import and 
export department at this location. However, to expedite and handle the many 
details incident to the forwarding of a shipment, we use very reliable freight for- 
warders at the various ports. This is necessary due to the requirements of many 
countries insofar as consular documents and other important papers are con- 
cerned. All such matters are handled by our freight forwarders and the steam- 
ship lines are not called upon to render these services. We use both conference 
and nonconference lines. Our contracts with the conference lines, as a rule, re- 
main in force for a given period of time and are automatically canceled on the 
expiration date unless renewed prior to that time. This is in contrast to the 
contracts remaining in force unless canceled in writing by the conference or 
shipper within a given period prior to expiration date. 
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COM MENTS 


We feel there is a definite need for improvement in the present method of 
handling shipments by the steamship lines. - Manufacturers have improved the 
type of containers used for various commodities to insure better protection and 
also to conserve storage space aboard vessels. This naturally necessitates a dif- 
ferent method of handling shipments from piers and into vessels. Progress has 
not been made by the steamship companies to improve handling and insure better 
protection. 

Some criticism can be made concerning the methods employed by the confer- 
ences in establishing rates on various commodities. It is not uncommon for a con- 
ference to increase a rate on a commodity without contacting the shipper to deter- 
mine whether the increase would cause the shipper to lose considerable business 
in the particular foreign market affected. It is also very noticeable that in- 
variably, conferences will favor foreign monopolies by establishing preferential 
rates on certain commodities and burdening other commodities with increases. 
We do not feel such practices should be permitted to exist as each commodity 
should stand on its own merit. If a profit can be made on low preferential rates, 
beyond the question of a doubt the original rate was too high. It is a known fact 
that nonconference lines operate on the same subsidy basis as conference lines, 
and if such nonconference lines can operate at a lower cost with lower rates, it 
appears that the same factors are not being used by the conference lines in de- 
termining their rates. 

We suggest that steamship lines, through their conferences, prior to establish- 
ing a rate on a given commodity in volume movements, afford shippers of such 
commodity the opportunity to meet with the conferences prior to establishing 
such arate. This method is used extensively by domestic carriers and has worked 
very effectively in establishing reasonable rates on commodities moving in volume 
quantities between given points. 

Presented this 25th day of November 1958. 





[From magazine, the Port of Galveston, April 1959] 


TRAFFIC NEWS 
(By F. G. Robinson) 


DUAL-OCEAN RATE SYSTEM 


As we approach the annual observance of National Maritime Day, which, 
obviously, includes our Nation’s foreign trade, you will hear a lot about our 
merchant marine and the need to keep it strong—and second to none—for trade 
and defense. I doubt, however, that you will be told of the crucial need for 
legislation expressly permitting use of the dual-ocean rate system, which has 
become a serious problem confronting our merchant marine, caused by a decision 
of the Supreme Court in May 1958. 

That decision resulted from a holding of the U.S. Court of Appeals for the 
District of Columbia Circuit that the dual-rate system was illegal per se. The 
Supreme Court, however, defined its opinion as holding that section 14 third of 
the Shipping Act, 1916, “strikes down dual-rate systems” only where they were 
vmployed “as predatory devices,” as was found to be the case as used by the 
Japan Atlantic and Gulf Freight Conference. It was concluded that, since the 
system, in the case before it, has been used to drive Isbrandtsen from the trade, 
it need not give controlling weight to treatments by the Federal Maritime Board 
under different circumstances. 

Notwithstanding the court’s explanation, its decision was interpreted as cast- 
ing a doubt on the legality of the dual-rate system as a whole. This brought 
about the enactment by Congress of Public Law 85-626, which made the system 
lawful until June 30, 1960, until Congress can extensively study the subject. 
- Representative Herbert C. Bonner, chairman, Committee on Merchant Marine 
and Fisheries set in motion a schedule of public hearings, which began in Wash- 
ington on February 25. Other hearings are scheduled in New York City on 
April 7, 8, and 9; Raleigh, N.C., April 28, 29, and 30; New Orleans, La., May 12, 
13, and 14; Chicago, Ill., May 26, 27, and 28; and San Francisco, Calif., June 16, 
17, and 18, It will be the committee’s policy to hear all persons who have a direct 
or pecuniary interest in the matter. 
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Mr. Bonner said: “The subcommittee fully realizes that this problem has 
many ramifications and facets, and it will necessitate a great deal of time and 
study in order to bring about legislation which I hope will prove beneficial to 
the entire American merchant marine and to all persons who have a direct in- 
terest therein.” 

Chairman Clarence G. Morse, of the Federal Maritime Board, was the first 
witness at the opening hearing in Washington. He presented much weighty 
testimony in support of legislation expressly permitting the use of the dual- 
rate system, subject to whatever safeguards are deemed by Congress to be 
necessary. 

Before pointing out some of Chairman Morse’s pertinent testimony, I believe 
it worthwhile to briefly state the history of the Shipping Act, 1916, which legal- 
ized conference agreements after approved by the Board. Because conditions, 
prior to 1914, such as rate wars, cut-throat competitions, rebates, discrimination 
and the favoring of large shippers over small shippers, become so vile that Con- 
gress, by House Resolution 587, 62d Congress, directed that an investigation 
be made and that the committee report “to the House all facts disclosed by said 
investigation, and what legislation, if any, it deems advisable in relation thereto.” 
The committee’s report, known as the Alexander report, and recommendations 
were presented to the House of Representatives, 63d Congress. That document 
was the basis for enactment of the Shipping Act, 1916. A more complete history 
will be found in Rawleigh v. Stoomvaart, (1 U.S.S.B. 285, 292, 293) ; Section 
19, Investigation (1 U.S.S.B. 470, 4938-503); and Pacific Coast European Con- 
ference (3 U.S.M.C. 11, 15-17). 

Said act brought to an end rebates, discrimination, etc., and resulted—under 
the legalized conference agreements—in stabilized rates and services beneficial 
to shippers, steamship operators and our Nation’s commerce. 

Salient points included in Chairman Morse’s testimony (as reported in Traffic 
World, February 28, 1959) of vital, interest to shippers and our merchant marine 
are as follows: 

(a) Of about 400 common carriers engaged in foreign trade only 34 are 
U.S. steamship lines. 

(bo) The Board has no direct control over common carriers in foreign trade 
as to the reasonableness of rates; cannot prescribe either maximum or minimum 
rates; and that there was no requirement for advance filing of rates nor authori- 
ty to suspend such rates. 

(c) Because of the international character of foreign trade, the U.S. law en- 
couraged self-regulation with Government supervision to prevent abuses, which 
was accomplished to a large extent through world-wide steamship conferences. 

(d@) An alternative to a full scale rate war was the dual-rate system. He 
also said that the use of the dual-rate system had been surrounded in a long line 
of cases by the Board and its predecessors by safeguards directed to the preven- 
tion of any greater limitation on competition than was absolutely necessary. 

In concluding his testimony, he made the following recommendations : 

“Our experience in the regulation of the practices of ocean carriers has led 
us to the belief that the dual-rate system, subject to safeguards of the type 
enumerated, is often necessary to preserve stability of rates and services, and 
that the benefits resulting from its introduction may in a proper case outweigh 
such detriments as may attend its use. We therefore believe that the prohibition 
of the dual-rate system would be likely to lead to disruptive conditions in the 
foreign commerce; instead, we believe it desirable that Congress enact legisla- 
tion expressly permitting the use of the dual-rate system, subject to whatever 
safeguards are deemed by Congress to be necessary. 

“Specifically, we believe that legislation permitting the dual-rate system might 
properly in terms require that all conferences employing this system must with- 
out restriction admit to membership any bona fide common carrier which seeks 
to join the conference. It might also require that the spread between the con- 
tract and noncontract rates shall be a ‘reasonable’ one in the sense that it should 
not be so great as to destroy the likelihood of any independent competition. 
From the standpoint of shippers, the dual-rate systems should be limited so 
that it cannot be the vehicle for unreasonable exactions upon exporters and im- 
porters. We would, of course, extend our full cooperation to the Congress in the 
drafting of legislation on this subject. 
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“In this connection, there are some matters which future witnesses from the 
industry and shipper interests might wish to discuss. Without either espousing 
or opposing any of these suggestions, I might mention that consideration could 
be given to the fixing by statutory enactment of a given spread, say 10 percent 
as a reasonable spread. 

“Other ideas which might fruitfully be discussed include the possibility of 
more direct control by the Board over conference activities. For example, where 
a shipper applies to a conference for a rate change and this is refused, should 
appeals be permitted before a representative of the board, in contemplation of a 
recommendation by the latter to the Board that it institute an order to show 
cause why the conference agreement should not be disapproved on the basis that 
it is detrimental to commerce under section 15.” 

The writer concurs in the views of Chairman Morse to the effect that there 
is a crucial need for continuance of conference agreements and the dual-rate 
system. He also feels that shippers interested in foreign trade should advise 
members of Congress as to their views in the matter. 
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WEDNESDAY, APRIL 29, 1959 


Houses or REPRESENTATIVES, 
Spectra, SUBCOMMITTEE ON STEAMSHIP CONFERENCES 
OF THE COMMITTEE ON MERCHANT 
Mar tne AND FISHERIES, 
Raleigh, N.C. 
The subcommittee met at 9:30 a.m., pursuant to adjournment, in 
room 351, Agriculture Building, Raleigh, N.C., Hon. Herbert C. Bon- 
ner (chairman) presiding. 
Present: Representatives Bonner, Garmatz, Downing, Casey, Tol- 
lefson, Ray, and Glenn. 
Staff members present: John H. Drewry, chief counsel, Robert H. 
Cowen, counsel, and William B. Winfield, clerk. 
The Cuarrman. The committee will come to order. 
The hearings this morning will continue with Mr. Charles R. An- 
drews, chairman, Trans-Atlantic Associated Freight Conferences. 


STATEMENT OF CHARLES R. ANDREWS, CHAIRMAN, TRANS- 
ATLANTIC ASSOCIATED FREIGHT CONFERENCES, ACCOMPANIED 
BY BURTON H. WHITE, COUNSEL, NEW YORK, N.Y.—Resumed 


The Cuatrman. You had finished your general statement but there 
was something else you desired to say. 

Mr. Anprews. That is correct. 

The Cuarrman. Go ahead, sir. 

Mr. Anprews. Mr. Chairman, I was prepared yesterday to offer a 
memorandum in the hope that it would answer some of the questions 
put by some of the members of this committee from time to time as to 
the extent of the Federal Maritime Board’s authority over rates and 
practices in foreign trade, and the manner in which such authority 
has been exercised. 

This memorandum, at my request, was prepared by our conference 
counsel, Mr. White, who is here and ready, if you so wish, to answer 
any questions with respect to this matter. 

I now offer that memorandum and respectfully request that it be in- 
cluded in the record of these proceedings. 

The CuarrMan. That may be included in the record. 

(The memorandum referred to follows :) 


MEMORANDUM 


From time to time during the course of the hearings several members of the 
committee have expressed particular interest in the extent of the Federal Mari- 
time Board’s authority over rates and practices in the foreign trade and the 
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manner in which such authority has in fact been exercised. It is naturally a 
little difficult for nonlawyer witnesses to testify very fully concerning such mat- 
ters, and, in view of the importance of the subject and the committee's in- 
terest, it was considered that it could better be dealt with by counsel. 


THE STATUTORY GRANT OF AUTHORITY 


At the outset I should like to review briefly the regulatory powers which 
Congress has conferred on the Board. The relevant statutory provisions are 
set forth in an appendix. 

Sections 14 and 16 of the Shipping Act, 1916, list a number of proscribed 
practices and give the Board authority to pass upon violations. Section 17 goes 
further ; it not only condemns rates which are unjustly discriminatory between 
shippers or ports or prejudicial to U.S. exporters, but also gives the Board 
power to issue cease-and-desist orders with respect to such rates. That section 
further empowers the Board to prescribe just and reasonable regulations and 
practices concerning the “receiving, handling, storage, or delivery” of cargo. 

Sections 14, 16, and 17 apply to all common carriers in foreign trade. How- 
ever, carriers which are parties to conference agreements are also subject to the 
provisions of section 15, which gives the Board power to disapprove, cancel, or 
modify any agreement that it finds, inter alia, “to operate to the detriment of 
the commerce of the United States.” Thesformidable power to make this 
finding has played an important part in the regulation of conferences and the 
commerce in which they are engaged, as will be pointed out below. 

Section 21 gives the Board the power to require carriers to file reports. 
Under section 22 the Board is authorized to investigate and determine com- 
plaints relating to violations of the act and “make such order as it deems proper, 
including an award of reparation.” That section also gives the Board the im- 
portant power to investigate violations of the act on its own motion. 

In addition to the authority under section 17 of the 1916 act, section 19 of the 
Merchant Marine Act, 1920, empowers the Board to make rules and regulations 
to meet unfavorable conditions arising from foreign laws and practices, or from 
competitive practices of lines using foreign-flag vessels. In more general lan- 
guage, section 204 of the 1986 Merchant Marine Act gives the Board authority to 
adopt “all necessary rules and regulations to carry out the power, duties, and 
functions vested in it by this act.” Maritime Board Chairman Morse properly 
included in his statement reference to section 205 of the 1936 act, prohibiting 
certain port discriminations and section 212 of the same act authorizing the 
Board to make recommendations to Congress with respect to certain discrimi- 
natory rates. 

With this statutory background, like many other administrative agencies the 
Board in actual practice functions in three closely related, but nonetheless 
distinct, capacities: (1) as a quasi-judicial tribunal to hear and determine 
private complaints and, in a proper case, award reparations; (2) as in investi- 
gator-prosecutor to inquire into possible violations of the statute on its own 
motion; and (3) as an administrator to require the filing of informational data 
and to promulgate rules and regulations of general future applicability. 

The Administrative Procedure Act of 1946 actually provided the first specific 
criteria for differentiating among these functions. 

Perhaps the majority of reported cases dealt with by the Maritime Board and 
its predecessors were adversary proceedings. This was particularly true during 
the early years when the system of regulation could perhaps be described as in 
a state of development. Moreover, the Board and its predecessors in dealing 
with conferences have properly required them to promulgate their own regula- 
tions and to keep their own houses in order. (See Rates from Japan to the U.S. 
(Docket 561, 1940) 2 U.S.M.C. 426.) 

With the background of the foregoing generalizations it is nevertheless im- 
portant to note that the Board has not been reluctant to deal with carrier 
practices and procedures omits own motion wherever the public interest seemed 
to require such procedure: 


Ex Parte 4, Section 15 Inquiry (1 U.S.S.B. 121). 

Port Differential Investigation (Docket 26, 1925) (1 U.S.S.B. 61). 

In re Rates in Canadian Currency (Docket 81, 1933) (1 U.S.S.B. 264) .* 
Intercoastal Investigation, 1985 (Docket 126, 1935) (1 U.S.S.B.B. 400).* 
Section 19 Investigation (Docket 128, 1935) (1 U.S.S.B.B. 470) .* 
Application of Red Star Line (Docket 179, 1935) (1 U.S.S.B.B. 504). 


2 Cases involving conference questions. 
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In re Gulf Brokerage and Forwarding Agreements (Docket 171, 1936) (1 
U.S.S.B.B. 533) .* 

North Atlantic Continental Freight Conference Agreement (Docket 412, 1936) 
(1 U.S.S.B.B.562) 7 

Storage of Import Property (Docket 221, 1937) (1 U.S.M.C. 676). 

Dollar-Matson Agreements (Docket 465, 1938) (1 U.S.M.C. 750 and 2 U.S.M.C. 
387 (1940) ). 

West Coast Steamship Companies Conference Agreement (Docket 422, 1938) (1 
U.S.M.C. 711).* 

Rates, Charges, and Practices of Yamashita and O.8.K. (Docket 507, 1939) (2 
U.S.M.C. 14). 

Storage Charges under Agreements 6205 and 6215 (Docket 482, 1939) (2 U.S.M.C. 
48).2 

Pacific Coast-European Rates and Practices (Docket 477, 1989) (2 U.S.M.C. 
58). 

Application of G. B. Thorden for Conference Membership (Docket 517, 1939) 
(2 U.S.M.C. 77).* 

Contract Routing Restrictions (Docket 513, 1939) (2 U.S.M.C. 220). 

Agreements 1488 and 5260-5264 (Docket 470, 1989) (2 U.S.M.C. 228).* 

Cargo to Adriatic, Black Sea, and Levant Ports (Docket 512, 1940) (2 U.S.M.C. 
342).* 

Rates from Japan to United States (Docket 561, 1940) (2 U.S.M.C. 426). 

Rates from United States to Philippine Islands (Docket 585, 1941) (2 U.S.M.C. 
535). 

Rates, Charges, and Practices of L. € A. Garcia and Co. (Docket 603, 1941) 
(2 U.S.M.C. 615). 

Surcharge-United States/Haiti and Mezico Services (Dockets 612-13, 1942) 
(2 U.S.M.C. 625). 

Restrictions on Transshipments at Canal Zone (Docket 620, 1943) (2 U.S.M.C. 
675) .* 

Rates of General Atlantic Steamship Corp. (Docket 618, 1941 (2 U.S.M.C. 681). 

Rates, etc., of American Fruit & Steamship Co., Ine. (Docket 628, 1944) (2 
U.S.M.C. 706). 

Pacific Westbound Conference Agreement (Docket 645, 1946) (2 U.S.M.C. 
755).” 

Pacific Coast Huropean Conference Agreement (Docket 648, 1948) (3 U.S.M.C. 
It)? 

Free Time and Demurrage Charges at New York (Docket 659, 1948) (3 U.S.M.C. 
89).* 

Agreements and Practices re Brokerage (Docket 657, 1949) (3 U.S.M.C. 170), 

In the Matter of Agreement No. 6870 (Docket 693, 1950) (3 U.S.M.C. 227).* 

Practices of Fabre Line and Gulf/Mediterranean Conference (Docket 765, 1955) 
(4 F.M.B. 611) 

Pacific Coast European Conference—Payment of Brokerage (Docket 767, 1955) 
(4 F.M.B. 696; modified 5 F.M.B. 65 (1956); 5 F.M.B. 225). 

Contract Rates—Japan/Atlantic and Gulf Freight Conference (Docket 730, 1955) 
(4 F.M.B. 706) .* 

Contract Rates—Trans-Pacijfic Freight Conference of Japan (Docket 742, 1955) 
(4 F.M.B. 744) 7 

Contract Rates—North Atlantic Continental Freight Conference (Docket 751, 
1956) (5 F.M.B. 20).* 


CONTROL OVER CONFERENCE ACTIVITIES UNDER SECTION 15 


A major source of the agency’s power to compel conferences to obey its man- 
dates in these cases was, of course, its authority to disapprove or modify the 
basic agreements which, if exercised, would subject parties who continued to 
perform them to the severe penalty of $1,000 a day during the continuance of the 
violation, in accordance with section 15. The threat to exercise this power 
has generally been sufficient to induce compliance. It has been utilized with 
respect to pooling agreements (Pooling Agreement 5893, Docket 577, 1940, 2 
U.S.M.C. 372), eases involving discrimination between ports (Commonwealth 
of Massachusetts v. Colombian Steamship Co. (Docket No. 414, 1938) (1 U.S. 
M.C. 711) ; City of Portland v. Pacific Westbound Conference (Docket 732, 1955) 
(4 F.M.B. 664)) and many decisions relating to the validity of provisions in 


1 Cases involving conference questions. 
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dual-rate contracts: Contract Routing Restrictions (Docket 513, 19389) (2 U.S. 
M.C. 220) (unjust discrimination against Great Lakes ports); Pacific Coast 
European Conference (Docket 648, 1948) (38 F.M.B. 11) (retroactive liquidated 
damages provisions unlawful) ; Isbrandtsen Co., Inc. v. North Atlantic Conti- 
nental Conference (Docket 684, 1950) (3 F.M.B. 235) (carriers’ option to termi- 
nate contract disapproved) ; and Japan-Aitlantic and Gulf Freight Conference 
(Docket 730, 1955) (4 F.M.B. 706) (application to f.o.b. and f.a.s. sales disap- 
proved). 

The Board and its predecessors have been rather emphatic in their insistence 
that all bona fide common carriers operating or intending to operate in a trade 
be admitted to membership in the conference establishing rates in the trade 
upon application therefor, particularly where the conference concerned uses a 
contract rate system. In cases where complaint has been made of denial of 
such an application, the regulatory agency has threatened to disapprove basic 
conference agreements (Waterman S.S. Corp. v. Arnold Bernstein Line (Docket 
519, 1939) 2 U.S.M.C. 238 ; Cosmopolitan Line v. Black Diamond Lines, Inc. (Dock- 
et 547, 1940) 2 U.S.M.C. 321; Sigfried Olsen v. Blue Star Line, Ltd. (Docket 
595, 1941) 2 U.S.M.C. 529; Black Diamond 8.8. Corp. v. Cie. Maritime Belge 
(Docket 642-3, 1946) 2 U.S.M.C. 755; The Hast Asiatic Co., Ltd. v. Swedish 
American Line (Docket 653, 1947) 3 U.S.M.C. 1; American-Hawaiian 8.8. Co., 
et al. v. Inter-continental Marine Lines (Docket 729, 1953) (4 F.M.B. 160) ). 

As least two decisions have indicated that the Board has power to cancel a 
conference agreement where rates are so unreasonable as to be “detrimental 
to the commerce of the United States.” In Edmond Weil, Inc. v. Italian Line 
“Ttalia” (Docket 153, 1985) (1 U.S.S.B.B. 395), the Secretary of Commerce said: 

“An unreasonably high rate is clearly detrimental to the commerce of the 
United States and upon a showing that a conference rate in foreign commerce is 
unreasonably high the Department will require its reduction to a reasonable 
level. If necessary, approval of the conference agreement will be withdrawn” 
(p. 398). 

A dictum to the same effect is to be found in Pacific Coast-River Plate Brazil 
Rates (Docket 483, 1939) (2 U.S.M.C. 28). 

Actually there are many cases where rate questions in the foreign trade have 
been looked into by the Board or its predecessors on the basis of alleged viola- 
tions of one or more sections of the Shipping Act. Among them are the follow- 
ing: 

Anaeee Tobacco Co. v. Cie Generale Transatlantique (Docket 13) (1 U.S.S.B. 

53, 97). 

Eastern Guide Trading Co. v. Cyprian Fabre, et al. (Docket 54, 1930) (1 U.S.S.B. 

188). 

R. A. Ascher & Co. v. International Freighting Corp. (Docket 61, 1931) 

1 U.S.S.B. 213). 

Atlantic Refining Co. v. Ellerman &€ Bucknall S.S. Co. (Docket 72, 1982) (1 

U.S.S.B. 242). 

Edmond Weil, Inc. v. Italian Line “Italia” (Docket 153, 1935) (1 U.S.S.B.S. 

395). 

Philadelphia Ocean Traffic Bureau v. Export S.S. Corp. (Docket 186, 1936) 

(1 U.S.S.B.B. 5388). 

Johnson Pickett Rope Co. v. Dollar Steamship Lines (Docket 180, 1936) 

(1 U.S.S.B.B. 585). 

Hernandez v. Arnold Bernstein Schiffahrtgesellschaft (Docket 215) (1 U.S.M.C. 

686 and 2 U.S.M.C. 62). 

Neuss, Hesslein & Co., Inc. v. Grace Line (Docket 419, 1939) (2 U.S.M.C. 3). 
Sun-Maid Raisin Growers Assoc. v. Blue Star Line (Docket 460, 1939) (2 

U.S.M.C. 31). 

Pacific Forest Industries v. Blue Star Line, Ltd. (Docket 467, 19389) (2 U.S.M.C. 

55). 

Kress & Co. v. Nederlandsch (Docket 501, 1939) (2 U.S.M.C. 70). 
Remis v. Moore-McCormack Lines (Docket 619, 1943) (2 U.S.M.C. 687). 
Continental Distributing Co., Inc. v. Cia Nacional (Dockets 634; 636) (2 

U.S.M.C. 725). 

Himala International v. Fern Line, et al. (Dockets 669, 670, 671, 1948) (3 

U.S.M.C. 53). 

P. A. Dana, Inc. v. Moore-McCormack Lines (Docket 668, 1948) (3 U.S.M.C. 79). 
Himala International vy. General Steam Navigation Co. (Docket 680, 1949) 
(3 U.S.M.C. 128). 
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Fibreboard Products, Inc. v. W. R. Grace & Co. (Docket 672, 1949) (3 U.S.M.C. 
128). 

roe v. Stockholms Rederiaktrebolagetsvea (Docket 638, 1949) (3 U.S.M.C. 
131, 248). 

Ken Royce, Inc. v. Pacific Transport Lines, Inc. (Docket 764, 1949) (3 U.S.M.C. 
183). 

Himala International v. American Export Lines, Inc. (Docket 681, 1950) (3 
F.M.B. 232). 

D. L. Piazza Company v. West Coast Line (Docket 676, 1951) (3 F.M.B. 608). 

Afghan-American Trading Co., Inc. v. Isbrandtsen Co., Inc. (Docket 704, 1951) 
(3 F.M.B. 622). 

United Nations v. Hellenic Lines, Ltd. (Docket 691, 1952) (3 F.M.B. 781). 

Huber Mfg. Co. v N. V. Stoomvaart Maatschappij “Nederland” (Docket 707, 
1953) (4 F.M.B. 343). 

Nickey — Inc. v. Associated Steamship Lines (Docket 817, decided Oct. 
9, 1958). 

RULEMAKING UNDER SECTION 19 OF THE 1920 ACT 


In addition to its review of section 15 agreements, the agency has 
utilized its power under section 19 of the Merchant Marine Act, 1920, 
to control the activities of both conferences and nonconference car- 
riers by issuing rules and regulations. In Section 19 Investigation 
(Docket 128, 1935) (1 U.S.S.B.B. 470), the Bureau conducted a thor- 
ough survey to determine what rules and regulations were necessary. 
As a result of that investigation the Secretary of Commerce issued a 
regulation requiring the filing of all outbound rates within 30 days 
from their effective date. A similar investigation of conditions affect- 
ing Cargo to Adriatic, Black Sea and Levant Ports (Docket 512, 1940) 
(2 U.S.M.C. 342), disclosed violations of section 16 but no regulations 
were promulgated because of the outbreak of World War II. 


Noncompliance with the rule requiring the filing of outbound rates has been 
investigated on the agency’s own motion, Rates of General Atlantic 8.8. Corp. 
(docket 618, 1943; 2 U.S.M.C. 681), and on at least one occasion the case was 
certified to the Department of Justice for prosecution. Rates, Charges and 
Practices of L. d A. Garcia Co. (Docket 603, 1941; 2 U.S.M.C. 615.) 

On another occasion the Commission promulgated rules for a particular trade. 
In Rates, Charges and Practices of Yamashita and O.S.K. (docket 507, 1939; 
2 U.S.M.C 14), an investigation was made of the activities of two nonconference 
earriers. As a result the Commission issued a rule requiring the filing with it 
of rates covering transportation between ports on the east coast of South 
America and ports on the U.S. Pacific coast. 

Even without promulgating general regulations, the Board has taken advan- 
tage of section 21 of the Shipping Act to compel a nonconference carrier to file 
quarterly statements. Practices of Fabre Line and Gulf/Mediterranean Con- 
ference (docket 768, 1955; 4 F.M.B. 611). See also Surcharge—United States/ 
Haiti and Mevico Services (dockets 612 and 613, 1942; 2 U.S.M.C. 625), where 
the Commission required submission of monthly operating statements. 

Although, unlike other statutory grants of administrative power, the Shipping 
Act contains no specific authority for the Board to issue cease-and-desist orders 
except in relation to unjustly discriminatory or prejudicial rates under section 
17, in recent years the Board has taken the position that it does have such power 
under section 15 with respect to conferences. 

In Contract Rates—North Atlantic Continental Freight Conference (docket 
724, 1952; 4 F.M.B. 98), the question arose as to the Board’s authority to order 
a conference to hold in abeyance the proposed reinstitution of its contract rate 
system. The Board admitted that its settled administrative practice did not 
require any further approval but added (p. 105): “We see no reason why ad- 
ministrative practice under the act may not be changed if changing conditions 
so require and if the change can be accomplished without injustice.” It there- 
fore found that failure to hold the system in abeyance would operate to the 
detriment of the commerce of the United States, suggesting that it would dis- 
approve the conference agreement unless the conference complied. The con- 
ference did not press the issue further. 
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The bases of this power were amplified in two decisions relating to brokerage 
practices. In Pacific Coast European Conference—Payment of Brokerage 
(docket 767, 1955; 4 F.M.B. 696), the Board at first held that it was not auth- 
orized to require the conference to cease and desist from applying an unapproved 
conference rule relating to brokerage. This was reversed at 5 F.M.B. 65, where 
a majority of the Board found that it had power to issue such cease-and-desist 
orders in the event of violations of section 15. Chairman Morse concurred in 
the view that the Board had jurisdiction to disapprove the agreement, but dis- 
sented from the holding that the Board had power to issue cease-and-desist 
orders under any section of the Shipping Act except section 17. 


CONCLUSION 


Broadly speaking, the remedies available to the Board have provided reason- 
ably satisfactory solutions to the problems presented, although some clarifica- 
tions, particularly with respect to rulemaking, may be in order. 

(The appendix follows :) 

APPENDIX 


Surppine Act, 1916 
(46 U.S.C. 800 et seq.) 


Sec. 14. No common carrier by water shall, directly or indirectly, in respect to 
the transportation by water of passengers or property between a port of a State, 
Territory, district, or possession of the United States and any other such port 
or a port of a foreign country— 

First. Pay or allow, or enter into any combination, agreement, or understand- 
ing, express or implied, to pay or allow a deferred rebate to any shipper. The 
term “deferred rebate” in this chapter means a return of any portion of the 
freight money by a carrier to any shipper as a consideration for the giving of all 
or any portion of his shipments to the same or any other carrier, or for any 
other purpose, the payment of which is deferred beyond the completion of the 
service for which it is paid, and is made only if, during both the period for 
which computed and the period of deferment, the shipper has complied with 
the terms of the rebate agreement or arrangement. 

Second. Use a fighting ship either separately or in conjunction with any other 
carrier, through agreement or otherwise. The term “fighting ship” in this chap- 
ter means a vessel used in a particular trade by a carrier or group of carriers 
for the purpose of excluding, preventing, or reducing competition by driving an- 
other carrier out of said trade. 

Third. Retaliate against any shipper by refusing, or threatening to refuse, space 
accommodations when such are available, or resort to other discriminating or 
unfair methods, because such shipper has patronized any other carrier or has 
filed a complaint charging unfair treatment, or for any other reason. 

Fourth. Make any unfair or unjustly discriminatory contract with any shipper 
based on the volume of freight offered, or unfairly treat or unjustly discriminate 
against any shipper in the matter of (a) cargo space accommodations or other 
facilities, due regard being had for the proper loadings of the vessel and the 
available tonnage; (b) the loading and landing of freight in proper condition; 
or (c) the adjustment and settlement of claims. 

Any carrier who violates any provision of this section shall be guilty of a 
misdemeanor punishable by a fine of not more than $25,000 for each offense. 

Sec. 15. Every common carrier by water, or other person subject to this chap- 
ter, shall file immediately with the Federal Maritime Board a true copy, or, if 
oral, a true and complete memorandum, of every agreement, with another such 
earrier or other person subject to this chapter, or modification or cancellation 
thereof, to which it may be a party or conform in whole or in part, fixing or 
regulating transportation rates or fares; giving or receiving special rates, ac- 
commodations, or other special privileges or advantages; controlling, regulating, 
preventing, or destroying competition; pooling or apportioning earnings, losses, 
or traffic; allotting ports or restricting or otherwise regulating the number and 
character of sailings between ports; limiting or regulating in any way the vol- 
ume or character of freight or passenger traffic to be carried; or in any manner 
providing for an exclusive preferential or cooperative working arrangement. 
The term “agreement” in this section includes understandings, conferences, and 
other arrangements. 
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The Board may by order disapprove, cancel, or modify any agreement, or any 
modification or cancellation thereof, whether or not previously approved by it, 
that it finds to be unjustly discriminatory or unfair as between carriers, shippers, 
exporters, importers, or ports, or between exporters from the United States and 
their foreign competitors, or to operate to the detriment of the commerce of the 
United States, or to be in violation of this chapter, and shall approve all other 
agreements, modifications, or cancellations. 

Agreements existing at the time of the organization of the Board shall be law- 
ful until disapproved by the Board. It shall be unlawful to carry out any agree- 
ment or any portion thereof disapproved by the Board. 

All agreements, modifications, or cancellations made after the organization of 
the Board shall be lawful only when and as long as approved by the Board, and 
before approval or after disapproval it shall be unlawful to carry out in whole 
or in part, directly or indirectly, any such agreement, modification, or cancella- 
tion. 

Every agreement, modification, or cancellation lawful under this section shall 
be excepted from the provisions of sections 1-11 and 15 of title 15 and amend- 
ments and acts supplementary thereto. 

Whoever violates any provision of this section shall be liable to a penalty of 
$1,000 for each day such violation continues, to be recovered by the United States 
in a civil action. 

Sec. 16. It shall be unlawful for any shipper, consignor, consignee, forwarder, 
broker, or other person, or any officer, agent, or employee thereof, knowingly and 
willfully, directly or indirectly, by means of false billing, false classification, 
false weighing, false report of weight, or by any other unjust or unfair device 
or means to obtain or attempt to obtain transportation by water for property at 
less than the rates or charges which would otherwise be applicable. 

It shall be unlawful for any common carrier by water, or other person subject 
to this chapter, either alone or in conjunction with any other person, directly or 
indirectly— 

First. To make or give any undue or unreasonable preference or advantage 
to any particular person, locality, or description of traffic in any respect whatso- 
ever, or to subject any particular person, locality, or description of traffic to any 
undue or unreasonable prejudice or disadvantage in any respect whatsoever. 

Second. To allow any person to obtain transportation for property at less than 
regular rates or charges then established and enforced on the line of such car- 
rier by means of false billing, false classification, false weighing, false report 
of weight, or by any other unjust or unfair device or means. 

Third. To induce, persuade, or otherwise influence any marine insurance 
company or underwriter, or agent thereof, not to give a competing carrier by 
water as favorable a rate of insurance on vessel or cargo, having due regard to 
the class of vessel or cargo, as is granted to such carrier or other person subject 
to this chapter. 

Whoever violates any provision of this section shall be guilty of a misde 
meanor punishable by a fine of not more than $5,000 for each offense. 

Sec. 17. No common carrier by water in foreign commerce shall demand, 
charge, or collect any rate, fare, or charge which is unjustly discriminatory 
between shippers or ports, or unjustly prejudicial to exporters of the United 
States as compared with their foreign competitors. Whenever the Federal Mari- 
time Board finds that any such rate, fare, or charge is demanded, charged, or 
collected it may alter the same to the extent necessary to correct such unjust 
discrimination or prejudice and make an order that the carrier shall discon- 
tinue demanding, charging, or collecting any such unjustly discriminatory or 
prejudicial rate, fare, or charge. 

Every such carrier and every other person subject to this chapter shall estab- 
lish, observe, and enforce just and reasonable regulations and practices relat- 
ing to or connected with the receiving, handling, storing, or delivering of prop- 
erty. Whenever the Board finds that any such regulation or practice is unjust 
or unreasonable it may determine, prescribe, and order enforced a just and rea- 
sonable regulation or practice. 

Sec. 21. The Federal Maritime Board and the Secretary of Commerce may 
require any common carrier by water, or other person subject to this ch~pter, 
or any officer, receiver, trustee, lesee, agent, or employee thereof, to file with it 
or him any periodical or special report, or any account, record, rate, or charge, 
or any memorandum of any facts and transactions appertaining to the business 
of such carrier or other person subject to this chapter. Such report, account, 
record, rate, charge, or memorandum shall be under oath whenever the Board 
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or Secretary so requires, and shall be furnished in the form and within the time 
prescribed by the Board or Secretary. Whoever fails to file any report, account, 
record, rate, charge, or memorandum as required by this section shall forfeit to 
the United States the sum of $100 for each day of such default. 

Whoever willfully falsifies, destroys, mutilates, or alters any such report, ac- 
count, record, rate, charge, or memorandum, or willfully files a false report, 
account, record, rate, charge, or memorandum shall be guilty of a misdemeanor, 
and subject upon conviction to a fine of not more than $1,000, or imprisonment 
for not more than 1 year, or to both such fine and imprisonment. 

Seo. 22. Any person may file with the Federal Maritime Board a sworn com- 
plaint seting forth any violation of this chapter by a common carrier by water, 
or other person subject to this chapter, and asking reparation for the injury, if 
any, caused thereby. The Board shall furnish a copy of the complaint to such 
earrier or other person, who shall, within a reasonable time specified by the 
Board, satisfy the complaint or answer it in writing. If the complaint is not 
satisfied the Board shall, except as otherwise provided in this chapter, investi- 
gate it in such manner and by such means, and make such order as it deems 
proper. The Board, if the complaint is filed within 2 years after the cause of 
action accrued, may direct the payment on or before a day named, of full repara- 
tion to the complainant for the injury caused by such violation. 

The Board, upon its own motion, may in like manner and, except as to orders 
for the payment of money, with the same powers, investigate any violation of 
this chapter. 


MERCHANT MARINE Act, 1920 
(46 U.S.C. 861, et seq.) 


Sec. 19. (1)(a). * * * The Federal Maritime Board is authorized and di- 
rected in aid of the accomplishment of the purposes of this act: 

(b) To make rules and regulations affecting shipping in the foreign trade not 
in conflict with law in order to adjust or meet general or special conditions un- 
favorable to shipping in the foreign trade, whether in any particular trade or 
upon any particular route or in commerce generally, and which arise out of or 
result from foreign laws, rules, or regulations or from competitive methods or 
practices employed by owners, operators, agents, or masters of vessels of a 
foreign county; and * * * 


MERCHANT MARINE ACT, 1936 
(46 U.S.C. 1100, et seq.) 


Sec. 205. Without limiting the power and authority otherwise vested in the 
Federal Maritime Board and the Secretary of Commerce, it shall be unlawful 
for any common carrier by water, either directly or indirectly, through the 
medium of an agreement, conference, association, understanding, or otherwise, 
to prevent or attempt to prevent any other such carrier from serving any port 
designed for the accommodation of oceangoing vessels located on any improve- 
ment project authorized by the Congress or through it by any other agency of 
the Federal Government, lying within the continental limits of the United States, 
at the same rates which it charges at the nearest port already regularly served 
by it. 

Sec. 212. (e) * * * The Federal Maritime Board is authorized and directed : 

(f) To investigate, under the regulatory powers transferred to it by this 
chapter, any and all discriminatory rates, charges, classifications, and practices 
whereby exporters and shippers of cargo originating in the United States are 
required by any common carrier by water in the foreign trade of the United 
States to pay a higher rate from any U.S. port to a foreign port than the rate 
charged by such carrier on similar cargo from such foreign port to such U.S. 
port, and recommend to Congress measures by which such discrimination may 
be corrected. 


The Cuarrman. Mr. Tollefson. 

Mr. Totierson. What is in the memorandum? 

Mr. Anprews. It is a memorandum dealing with the extent of the 
Board’s authority over rates and practices in the foreign trades and 
some of the cases in which the Board has exercised that authority. 
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Mr. Totierson. I have no questions at the moment, Mr. Chair- 
man. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. On page 4 of your statement yesterday, you go into 
detail about “eliminating possible future deviations from conference 
rules and regulations, and to eliminate disputes between carrier and 
shipper about cargo measurements, the Atlantic cargo inspection bu- 
reau (division of the New York Shipping Association), a nonprofit 
association,” and so forth. 

Do you know whether these other conferences have these inspec- 
tion bureaus or anything of that sort ? 

Mr. Anprews. I do know two other conferences. So far as our 
other transatlantic trades are concerned the matter is on some of our 
dockets to adopt similar arrangement but there has been no conclusion 
yet in those trades. 

I know that the Far East conference has a similar arrangement. 

Mr. Garmatz. In other words, you do a little policing ? 

Mr. Anprews. That is right. We do policing not only on shippers 
but on our own lines as well. 

I reported to you yesterday that we had during that period, March 
1, 1958, through December 31, 1958, a total of 2,680 inspections. There 
were 397 in favor of the carriers and 31 in favor of the shippers. 

The direct increase in freight charges from corrections amounted to 
$31,178.62 to the carriers, and $2,575.15 to the shippers. 

Mr. Garmatz. That is all I have, Mr. Chairman. 

The CHarrmMan. Mr. Ray. 

Mr. Ray. Mr. Chairman. 

You have a discussion, beginning on page 5, of ratemaking. To 
what extent do you consider costs of the carriers and to what extent 
do you get certificates on that subject ? 

Mr. Anprews. So far as our office is concerned, the lines are not 
required to furnish financial statements and they do not do so, but, in 
evaluating rate applications and establishing rates, all of our lines 
have in mind the cost of operating their vessels and this does come up 
in the discussions from time to time on these rate applications that 
certain ports have higher costs of handling cargo than other ports; 
but, so far as our rates are concerned, rates are made the same from 
all ports of loading and there are, of course, other factors involved in 
ratemaking. 

We do take into consideration the rates from other gateways. 

In our trades we are competitive not only with Canada, the Great 
Lakes, South Atlantic, and Gulf, but in some cases with the Pacific 
coast ports. 

We analyze it from a gateway exception. We analyze from time 
to time rates from various European ports and to certain areas in our 
scopes, for instance to Mediterranean ports. We take into considera- 
tion whether or not a rate reduction on a particular item may 
jeopardize the general rate structure or other items we carry, and 
there are numerous other factors taken into consideration; but our 
lines do have in mind their costs of handling cargo at the various 
ports of loading as well as at ports of discharge and, in the overall 
picture over a long period of, say, a year, they must get adequate 
revenues to maintain their services and to improve those services. 
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Mr. Ray. Do I understand that, to pick up your phrase, that kind 
of information stays in the minds of the carriers rather than is sub- 
mitted to the committee ? 

Mr. Anprews. All carriers know their costs of loading and discharg- 
ing. When we place before them applications we merely show the 
basic rate factors of the rate application. We do not furnish the 
names of shippers. The lines know what the present rate is, what it 
yields per cubic foot, what the relation of the ocean freight charge is to 
value, and what rate the shipper is requesting. 

We also have with us competitive rates from other gateways, and 
information dealing with the cargo tonnage of that particular 
commodity. 

Mr. Ray. Still, I would like to be sure of the answer to my question. 
The information as to the costs of the individual carriers, profits if 
you like, that kind of material, stays in the minds of the carriers? 

Mr. Anprews. It stays with the individual carriers. 

Mr. Ray. It is not submitted to the conference committee ? 

Mr. Anprews. That is right. The lines are not required to furnish 
our office with financial statements along those lines and they do not 
do so. 

Mr. Ray. And on the other side of the table, what factual informa- 
tion do you get from the shipper besides the competitive problems that 
you have spoken about ? 

Mr. Anprews. Well, I think I can probably explain that by citing 
a recent case we had. 

We had a situation dealing with synthetic soaps, detergents. A 
shipper called me on the phone. He is located in Ohio. He said he 
would like to come down to see me to talk about the rate question on 
their commodity to keep the business moving from this side of the 
water. 

This particular concern has factories located in the United King- 
dom, Belgium and other places. 

He came in and told me that they were anxious to have this busi- 
ness handled from this side. 

We talked for quite some time about it and exchanged correspond- 
ence. He told me at that time that the rate from the United Kingdom 
ports to Beirut and Latakia, was $14 a measurement ton. 

Our rate at that time was $58 a weight ton. 

The volume and tonnage involved was 4,500 tons for the calendar 
year 1959. Hesaid if he had a rate of $40 a ton, it would about equal- 
ize the rate of $14 measurement ton from the United Kingdom and 
that he thought he could control the business and ship it from their 
plants here rather than from the United Kingdom. 

It took him from the period April of 1958 to the first part of January 
of this year to finalize the matter and he wrote me a letter confirming 
that he had the business lined up. 

In the meantime, I checked our carryings from Casa Blanca to Alex- 
andria and found that our member lines had carried practically 
nothing in the way of these detergents. He had also a rate from the 
United Kingdom to Greece of $21 a ton which we could not hope to 
meet. He told me if he got the rate of $40 a weight ton, he could con- 
trol the business. He wrote me a letter on January 13, 1959, and we 
established that rate on January 22, 1959, keeping that business moving 
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from here rather than having it shipped from their plants in the 
United Kingdom. 

That is the case I would like to cite. 

Mr. Ray. I have no further questions, Mr. Chairman. 

The Cuatrman. Mr. Downing. 

Mr. Downine. Mr. Andrews, you have a great deal of experience 
in these matters. Perhaps you can enlighten me on this f.a.s. prob- 
lem. If I ama signatory shipper and a ‘foreign buyer requests me to 
deliver f.a.s. to a nonconference vessel, am I in violation of the con- 
ference agreement ? 

Mr. Anprews. I think I will have to give you a little background on 
our situation. It may be quite different from some of the other trades. 

At the insistence of the Board the f.o.b., f.a.s. provision was put in 
our new North Atlantic Continental Freight Conference Agreement. 
It had never been in any of our contracts and I might say to you, gen- 
tlemen, that it has caused an awful lot of confusion in our trades. 

Our trade is a bit different in this respect: We will contract with 
anyone who controls the routing of the freight, be he a seller 
or be he a buyer. We naturally do not know what the terms of sale 
are. 

Our conference office does not and neither do our carriers know what 
the terms of sale are. All we can go by is the fact that, if a contract 
shipper’s name appears on the bill of lading and he ships on an outside 
vessel, in my opinion he is violating the contract. 

In some cases, we have checked into it and endeavored to iron it 
out. 

I might tell you that when the new continental agreement was issued, 
I had many letters from various shippers requesting clarification. 
The f.a.s./f.o.b. question had never previously been raised. If you 
will bear with me, I would like to rnd the letter of clarification that I 
sent to these inquirers. 

This is the letter I wrote: 


Referring to your inquiry, I would not think that we could define the 
situation more clearly than is expressed in the second sentence of clause 3 of 
the agreement itself * * * 

The terms of sales as between buyer and seller are naturally not known to 
the conference carriers, who have no part in or control over the same. The 
merchant’s rate agreement applies for the benefit of either the signatory seller 
or signatory buyer, who respectively control and maintain the agreed routing 
of shipments irrespective of the terms of sale. 

Buyers who leave the routing of their shipments with the contracting ship- 
per (signatory seller) during the entire period of the agreement, will be en- 
titled to the discount rate where the seller is named as shipper in the ocean 
bill of lading. Conversely, where the buyer is named as shipper in the ocean 
lading, and is a signatory to the merchant’s rate agreement (but not otherwise), 
the same applies to f.o.b. or f.a.s. shipments. Thus securing the benefit of the 
discount rate depends on either the seller or buyer (shipper) being a contract 
signatory. 

In those cases where the buyer is not a contract signatory, or does not leave 
routing control with the contracted shipper, but where such shipper is required 
to secure documents for the purpose of exportation with inclusion of shipper’s 
name in the ocean bill of lading as shipper it would be requisite to annex “agent” 
to the seller-shipper’s name, or place a note to this effect on the lines’ copy 
of the bill of lading. In such cases the regular tariff (noncontract) rate would 
apply. However, upon receiving advice from you of such cases, with the name 
and address of the buyer, we shall be pleased to send him a contract for 
his signature, if he so desires. 
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That made it very clear that even if a buyer purchasing f.o.b. leaves 
the control of the routing in the supplier’s hands he would be entitled 
to the contract rate. But this f.o.b./f.a.s. provision appearing in our 
contract has left a terrible loophole and I am a little afraid that those 
shippers who have signed our agreements and are living up to them 
are at a disadvantage with—I will use the term—sharpshooters who 
are taking advantage of them. 

Mr. Downtnge. I think they are, too. 

In answer to my question, then, under those circumstances that I 
set forth, I would be in violation of the agreement if I at the request 
of the buyer had the goods shipped nonconference ? 

Mr. Anprews. That is right, and the shipment went forward in 
the contracted shipper’s name. 

Mr. Down1ne. But if the title was to change f.a.s. and the buyer 
would take over the obligation of putting it on the nonconference car- 
rier, then I would not be in violation ? 

Mr. Anprews. That is correct, if the shipment moved in the buyer’s 
name and so long as the buyer has no contract, of course. 

Mr. Downina. Why is that not done? Why do not these fellows 
that have these problems tell the buyer, “You go ahead and put it in 
your name f.a.s. and I will be all right” ? 

Mr. Anprews. They have done it, Mr. Downing, many times. In 
our case and, as I said, we never had trouble before until it came up in 
this new type of agreement because everybody knows in our trades 
that we will make an agreement with the buyer or the seller, whoever 
controls the routing of the freight. But we think it is a terrible loop- 
hole today to have it in the contract and that the honest shipper is 
being put at a disadvantage. 

Mr. Downrne. Is that a loophole which we, as a committee of Con- 
gress, should undertake to close or is that one which the conference 
should try to solve ? 

Mr. Anprews. I think we will have some more to say about that 
later. The matter is being given serious consideration by our com- 
mittee and we hope to have something with respect to that later on. 

Mr. Downtne. Thank you. 

The Cuatrman. Mr. Glenn. 

Mr. Gienn. Mr. Andrews, you represent seven conferences, I be- 
lieve. Are you able to use the same form of conference contract in all 
of these seven conferences ? 

Mr. Anprews. We do not have contract forms, Mr. Congressman, in 
the Red Sea and Gulf of Aden, or in the westbound Middle East 
trades. They are not contract trades. , 

So far as the Baltic, the United Kingdom, the French Atlantic, 
and the Mediterranean trades, we have the same type of agreement. 
The Continental trade, however, is a new type of agreement, a require- 
ments agreement, so to speak. We guarantee space. We guarantee 
the rate for the full period of the agreement. We have no liquidated 
or penalty features attached to that agreement. It runs only for 6 
month periods. 

Now, of course, the spread in that agreement is 10 percent. We 
have in that continental trade one rate for everybody but if a shipper 
will give us his general cargo business and sign a contract, we will 
give him a discount of 10 percent. 
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In our other trades we have, roughly speaking rounded off, a differ- 
ential of 20 percent. However, I think for the sake of uniformity we 
should have the same spread in all of our Transatlantic trades, 20 per- 
cent, as it is preferable to have uniformity in our trades. 

Mr. GLENN. I notice, too, that you are chairman of the Trans- 
Atlantic Associated Freight Conferences which is the overall confer- 
ence covering these other seven which you mentioned. 

Mr. Anprews. That is a nonratemaking conference. It only han- 
dles administrative matters and has nothing to do with freight rates. 
That agreement is also on file with the Board. 

Mr. Sate. That is all, Mr. Chairman. 

The Carman. Mr. Casey. 

Mr. Casey. Mr. Andrews, I want to commend you for a fine state- 
ment. Evidently you have been listening to these hearings and have 
tried to answer all of these questions that can give us factual data as 
to the internal operations of your particular conferences and this 
supplemental information you filed this morning looks to me like it is 
going to be very helpful, too. 

On page 7, you give us a breakdown of the number of applications 
you had with reference to various conferences of which you are chair- 
man. 

Does that also include requests for increases in rates by member 
lines of the conferences or are these just the applications of shippers? 

Mr. Anprews. These are applications, and I might point out, Mr. 
Casey, that there have been no increases in our rates as shown in the 
appendix. In any event, there has been no increase in the last 2 or 3 

years. 

These are applications which emanate from shippers, and also ema- 
nate from our office. They also come sometimes from freight for- 
warders, but substantially the applications are from shippers, or I 
should say merchants, for adjustments of rates. 

Mr. Casry. Now, what happened on these that were declined? 
Were any of them complaints that were filed with the Maritime 
Board ? 

Mr. Anprews. No, sir. 

Mr. Casey. When you declined them and gave your reasons, were 
all of these that you have listed as declined, satisfied with the reasons 
that you gave? 

Mr, Anprews. That is right, sir. We give them the facts of life in 
each case. It may be that we might have an application, just talking 
at random now, where a shipper might come in and show that his 
anticipated tonnage involved in his application might be 200 tons. 
We might check our records and find out we are getting 10,000 tons 
of that particular commodity. 

We would write him and tell him that at the present time we are 
carrying very substantial quantities of that particular commodity at 
the current rate and therefore it would appear that the present rate 
is not militating against the free flow of that commodity. 

Mr. Casey. In other words, if you have a lot of shippers that have 
large quantities that are happy, he should be happy, too, is that right ? 

Mr. Anprews. Yes. If the other shippers are able to lay down their 
cargo on the other side at the current rate, there must be some con- 
tributing factors other than the freight rate. 
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Mr. Casey. What are the reasons why these applications are 
dropped ? 

Mr. Anprews. Lack of information, or they may be applications 
which I placed on the docket myself. For instance, I keep myself 
fully posted on rates in all districts. I might find that the Canadian 
Conference has recently reduced rates. I would immediately pass that 
out to our Rate Committee and let them analyze it to see what should 
be done about it. If there is no particular pressure from any shipper 
or carrier we would note the Canadian rate and drop it from the 
docket. 

Mr. Casry. Does that mean that you do not lower any rates unless 
somebody complains? Is that right? 

Mr. Anprews. No, sir. We might lower the rate ourselves to meet 
the competitive situations. 

Mr. Casey. You just mentioned that the Canadian Conference 
might lower the rate and you put it on the docket and, if no one 
complains, you drop it. 

Mr. Anprews. ‘That is right, if there is no particular interest in it. 
Sometimes a shipper might call me and show an interest. 

Mr. Caszy. Have you ever lowered a rate without a shipper com- 
plaining ? 

Mr. Anprews. Very definitely. We have done it voluntarily. 

Mr. Casey. Can you give me an instance? 

Mr. Anprews. Not at this moment, but I will be very glad to sub- 
mit an instance for the record. 

Mr. Casey. I am interested. 

Mr. Anprews. I have one in mind, Mr. Casey, but I am not too 
sure of it at the moment. I have in mind synthetic rubber because 
of the competitive situation on synthetic rubber. It is produced in 
Sarnia, Ontario, also produced in the Midwest and also adjacent to 
the Gulf. Unless we are competitive with those gateways our ship- 
pers using our ports will be put out of the market. 

Mr. Casry. The conferences have been accused not frequently but 
in one or two instances in these hearings of charging all the traffic 
will bear. I want to know if that is the case or if you actually do 
try to adjust your rates low enough on your own. 

Mr. Anprews. We have done it voluntarily. I will be glad to sub- 
mit evidence to that effect. 

The Cuarrman. If you will furnish an example for the record, it 
will be placed in the record at this point. 

(The information referred to follows :) 


TRANS-ATLANTIC ASSOCIATED FREIGHT CONFERENCES, 
New York, N.Y., May 19, 1959. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, House of Repre- 
sentatives, Washington, D.C. 

Dear Sir: At hearing on April 29, 1959, Raleigh, N.C., conducted by your spe- 
cial subcommittee, I was requested by Congressman Bob Casey to furnish an 
example for the record where our conferences have voluntarily reduced their 
rates without a shipper complaining. 

Following are several representative examples of the voluntary establishment 
of reduced rates by the conference lines in the undernoted trades to keep shippers 
from North Atlantic ports competitive with shippers from gulf, South Atlantic 
and/or Canadian ports. None of these rate adjustments was the result of appli- 
cations by shippers and all emanated with the conference oitice : 








tiwe rr ww 


w Se OF 





STEAMSHIP CONFERENCE STUDY 771 











Examples 
| 
Commodity Trade Previousrate | Reduced rate Effective 
date 
| 
Paperboard liner, clay | United Kingdom---__| $2.80 per 100 Ibs____- $1.45 per 100 Ibs__...| Dec. 18, 1958 
coated in rolls. . 
se ; al eae {$88.25 per ton. --....-| $50.50 per ton_.-....| Oct. 9, 1958 
Seeds, orchard grass....| Mediterranean__---- \$1.50 per 100 Ibs. 27 per ton...--..... ‘Nov: 21, 1958 
Paperboard kraft liner_.| Baltic.........------ ($33.60 per ton). ' “ 
aa os aaa Tr Heti {$1.60 per 100 Ibs.!____}) . 
Perchloroethylene__.._- Continental_.....__- No Eisting............ \$1.75 per 100 Ibs.?.._.|j Dec. 19, 1958 
Nickel slabs...........- French Atlantic____- $30.50 per ton_----._| $27.50 per ton_-_--_--- Do. 
Rubber, synthetic_-..-.- Mediterranean__--_- $1.75 per 100 Ibs_____}] $1.30 per 100 Ibs__.._} Apr. 24, 1958 
iets {$1.50 per 100 Ibs.1____} $1.20 per 100 Ibs.1__-_}4,. 9 . 
Do.---------------- Continental_-------- ($1.65 per 100 Ibs.2.__-| $1.30 per 100 Ibs.2._..|f4PF- 21, 1958 


1 Antwerp-Rotterdam-A msterdam. 
2 Hamburg-Bremen-Bremerhaven. 


I trust that the information contained herein meets the requirements of your 
committee but we should be pleased to be of further assistance if possible. 
Respectfully, 
C. R. ANDREWS, Chairman. 


Mr. Casey. On page 11 of this supplemental information which 
you furnished this morning, in your conclusion, you reach the con- 
clusion that the remedies available to the Board now are reasonably 
satisfactory although some clarification, particularly with respect 
to rulemaking may be in order. 

What, in particular, do you think should be done with respect to the 
rulemaking powers of the Board ¢ 

Mr. Anprews. Iam not a lawyer, Mr. Casey, and I have asked 
our counsel, Mr. White, who is here, to be available in case you want 
to put any questions to him. 

Mr. Casry. He drew this? 

Mr. Anprews. He drew that at my request because some of the 
committee members here had expressed an interest in that subject. 
I asked him if he would draw up a memorandum for the committee 
and be prepared, if you so wished, to comment on it. He is right here 
and will be very glad to answer your questions. 

Mr. Casey. Do you have an opinion yourself on it, though ? 

Mr. Anprews. It is a legal matter, I think, and I prefer to have 
him answer. 

Mr. Casry. I do not think you have to be a lawyer to know what 
you think is needed in order to make your conference system better or 
make the protection better for the shipper, or know of some obvious 
conditions that you probably observed as chairman of these con- 
ferences. 

Mr. Anprews. I will be very glad to answer that in this way: I 
have been with our Transatlantic trades for some 37 years. I have 
seen a great deal of improvement over those years in our relationship 
with our shipper friends. When I first came there, why, we had 
at that stage of the game minimum tariff rates. 

Today we have fixed rates, not minimum rates. Shippers now are 
in a position to use our office, a central office. The shipper may file 
one application which will take care of all of the trades from the tip 
of Finland to the Red Sea without having to file a number of ap- 
plications. It is a service. He knows that he can contact or visit 
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us. Our front door is open always to all shippers, whether they 
are small or large and, so far as I can express an opinion at this time, 
I think our relationship with our shipper friends is very, very good. 

Mr. Casry. That does not answer my question. The question was: 
Do you think the Board needs any additional rulemaking powers 
other than what they already have? I will put it that way. 

Mr. Anprews. Not so far as I am concerned. I think they have 
exercised what pow ers they have and I can only recall in all my years 
only } ust about one or two cases where we were subject to any sort of 
processing through the Federal Maritime Board. 

Mr. Casey. Mr. Chairman, is it all right for Mr. White to expinin 
what he means by this conclusion he has in his recommendation ! 

The CHarrMan. Surely. 

Mr. Wuire. I will be very glad to answer your question, Mr. 
Casey. You note that the word is “clarification,” not “addition.” 
There has been a great deal of uncertainty, for example, about the 
Board issuing cease and desist orders, or to suspend, or in relation to 
what we call General Order 76 with respect to filings in relation to 
section 15 of the act. 

I think that the Board itself would tell you that there has been 
uncertainty in that respect, there have been dissenting opinions about 
those matters. It has not reached any state of serious litigation in 
most instances but it would be well, for the purpose of certainty and 
efficient administration and regulation, to dispose of these uncer- 
tainties so that people would know exactly what they can look forward 
to in the future. 

Mr. Cassy. How are we going to dispose of these uncertainties? 
Is that by amendment of the act ? 

Mr. Wuirte. I think so, sir. 

Mr. Casrty. What would you suggest ? 

Mr. Wuire. Lawyers are planning to discuss this matter in some 
detail and I think we can come up with some rather concrete sug- 
gestions. 

Mr. Casey. You have not reached a conclusion that you want on 
record yet ? 

Mr. Wuite. No. We have had preliminary discussions about this 
and related matters and will have something for you and can make 
it as specific as you desire. 

Mr. Casey. All right, sir. 

Mr. Ray. May I ask a question, Mr. Chairman ? 

The CHarrMan. Yes. 

Mr. Ray. You gave in answer to a question of Mr. Casey your 
definition of a reasonable rate. Can you formulate a standard ? 

Mr. Anprews. You are directing that question to me, Mr. Ray? 

Mr. Ray. Yes, asa result of your experience. 

Mr. Anprews. That is a very difficult thing, as I have just explained, 
dealing with the detergent situation. There we had to make a 30 per- 
cent cut in rate to retain this business for this side and it did not affect 
other rates. But in my opinion, speaking generally, so far as the 
general run of the tariff is concerned, the lines should get sufficient 
revenue to cover their overall cost of operation. 

Mr, Ray. With a profit margin, of course? 

Mr. Anvrews. That is correct. 
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Mr. Ray. Then you spoke of a discount. I did not quite understand 
the application of that term. 

Mr. Anprews. In our continental trade, and that is the latest 
form of agreement we have and, incidentally, so far as I know, that is 
the only agreement that has section 15 approval by the Federal Mari- 
time Board. In that type of rate arrangement we have one rate for 
everybody but, if a shipper will contract for all of his general cargo 
business, he will receive a discount. 

I must call your particular attention to the fact that in this agree- 
ment as well as in some of our other agreements it is not an all-ship- 
ment contract so far as bulk items are concerned or such items as non- 
commercial items, such as personal effects and goods. It would not in- 
clude livestock. It would not include human corpses and such things 
as that. It would only be for the general cargo brasinete. He would 
receive a discount of 10 percent if he became a party to our merchant 
rate agreement. 

Mr. Ray. Did you say the usual margin in contract-noncontract 
rates was 20 percent ? 

Mr. Anprews. In our other trades. 

Mr. Ray. And 10 percent, in effect, in this trade? 

Mr. Anprews. That is correct. 

Mr. Ray. I do not quite see the difference between the effect of a dis- 
count and the effect of a noncontract rate. 

Mr. Anprews. I do not know of any effect. We do have shippers 
shipping at the noncontract rate in our trades. 

Mr. Ray. What is the volume of noncontract rate business? 

Mr. Anprews. That would be hard to tell. In this particular trade, 
we have a number of large exporters who are not contract shippers 
and they are shipping nonconference and at times shipping at the 
non-contract rates. A number of large exporters in that particular 
— are not contracted because of the competitive situation in that 
trade. 

If you gentlemen will look, I gave you a list of the nonconference 
operators in our trades and that Continental trade has been-one of the 
most competitive in all the world. 

Mr. Ray. It is a long list. 

Mr. Anprews. It is a long list. There have been others from time 
to time who have come and gone but that is the current situation 
today. 

Mr. Ray. That is all. 

The Cuatrman. Is the current contract the contract in which you 
sign an agreement which carries a discount if the shipper signs the 
agreement ? 

Mr. Anprews. That is correct. 

The CHarrman. In that agreement there are exemptions? 

Mr. Anprews. That is correct. 

The Cuarrman. Just such an arrangement is mentioned in the 
Alexander hearings. When do you pay the discount ? 

Mr. Anprews. The discount is taken off the rate on the bill of lading. 

The Coatrman. At the time of the shipment? 

Mr. Anvrews. At the time of the shipment. There is no deferment. 
In other words, he submits his bill of lading and the lines check and 
see if he is a contract signatory and, if he is, he automatically gets the 
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benefit of the discount rate which is rounded off to the nearest 5 cents 
a cubic foot or 5 cents a hundred pounds or 25 cents a ton. 

The CuHartrMAn, As I| understand it, this arrangement carries a 10 
percent discount ? 

Mr. Anprews. That is correct. 

The CHatrman. Whereas the full contract carries 20 percent ? 

Mr. Anprews. In the other trades. All our trades, except the con- 
tinental, have 20 percent spread where they have a contract system. 
The continental trade is the only one with a 10 percent discount. 

The Cuarrman. That is all I wanted to find out. This discount is 
paid on the bill of lading. It is discounted 10 percent? 

Mr. Anprews. That is correct. If he is a signatory he gets the con- 
tract discount rate and if he is not a signatory he gets the noncontract 
rate. 

The Cuamman. That is not payable in 30 days but when he pays 
the freight? 

Mr. Anprews. That is correct. 

The Cuarrman. There would be no opportunity under this arrange- 
ment for him to ship and then you not pay him the 10 percent. May 
I put it that way. 

Mr. Anprews. I am not clear as to just what you are driving at, 
Mr. Chairman. 

The CuHarrman. In other words, if he would make the shipment 
anticipating a 10 percent discount and in the meantime you found out 
he had violated that contract, then on delivery they would not get 
that 10 percent ? 

Mr. Anprews. He would get it until his name was removed from 
the list of signatories to the contract system. 

The Cuatrman. All right. That is all. 

Are there any questions, Mr. Drewry # 

Mr. Drewry. Mr. Andrews, you mentioned that yours were the only 
conferences that had section 15 approval. What do you mean by 
that ? 

Mr. Anprews. To my knowledge, this is the only agreement which 
has specific section 15 approval and it is so stated on the contract form 
we send out to all shippers. 

Mr. Drewry. You mean not only is the conference approved but the 
dual rate system itself is approved ¢ 

Mr. Anprews. This is the only one I know of. 

Mr. Drewry. I believe you indicated you were not happy with the 
10 percent, that you felt it should be more, or did you indicate that? 

Mr. Anprews. In my opinion, I think it would be preferable as we 
talk about uniformity here, and I heard several shipper interests 
indicate uniformity of agreements, I think there should be uniformity 
with respect to the spreacl in our trades. 

It is very difficult for me to say to one shipper, “Well, you have a 20 
percent spread” and then have 10 percent in another. I think it 
should be uniform in all of our trades. 

Mr. Drewry. Did I understand that the 10 percent applies to all 
of your conferences ? 

Mr. Anprews. No, sir. The only one that has a 10 percent dis- 
count is the Continental trade which takes in U.S. North Atlantic 
ports to Belgium, Holland, and Germany. 
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Mr. Drewry. Would you be just as happy if the uniformity was at 


10 percent ? 

Mr. Anprews. No, sir. The 20 percent has worked for many years 
in those other trades. 

Mr. Drewry. Why are you held to that 10 percent? Why can you 
not adjust that yourself? 

Mr. Anprews. We cannot adjust it because that particular contract 
which has been in litigation for 11 years is still in litigation. 

Mr. Drewry. We have heard a great deal about the subject of dis- 
ee action concerning relations of conferences versus shippers 
but I believe you are the first who has mentioned the question of dis- 
ciplinary action within the conference, and I notice on page 4 that you 
say that in the event of nonadherence by agents or employees of mem- 
ber lines that disciplinary action would be taken, and in the next 
paragraph, and I quote, you make a reference to “taking appropriate 
action.” What kind of disciplinary action is provided for among the 
member lines ? 

Mr. Anprews. Well, I had a case last year which was processed 
against one of our member lines. 

As per instructions, I appointed a committee of three at owner- 
principal level. 

I might say that those three gentlemen were Messrs. Frazer Bailey, 
of the American Export Lines; Vincent Barnett, of Barber Steam- 
ship Lines; and John Schmeltzer, formerly with Prudential Steam- 
ship Co. I laid the facts of my investigation before that committee. 
We had a meeting of the committee. We called on the line involved. 
We also had several meetings with our attorneys and, at the recom- 
mendation of that committee, we recommended to the general confer- 
ence a fine against that line for violation of the tariff. The fine 
was paid and is now awaiting disposition by the member lines. 

Mr. Drewry. Is there a code of good behavior or a penal code within 
the conference rules or is this something that is determined by the 
disciplinary committee ? 

Mr. Anprews. I am in a position where if there are only alleged 
violations, which do not have proof at that time, against my member 
lines, I am committed to investigate. If I find that I am not getting 
the right answers, then I am privileged to appoint a top level com- 
mittee to assist me, and that is what was done in this particular case, 
and it has worked out pretty well. 

Mr. Drewry. I mean there is no set of violations other than those 
in the judgment of the committee and yourself? 

Mr. Anprews. No, sir. We have to analyze the facts in each case. 
We did so in this one and the committee recommended a fine which 
the full conference adopted, and that fine was paid. 

Mr. Ray. Would the gentleman yield ? 

Mr. Drewry. Certainly. 

Mr. Ray. What was the offense charged in that case ? 

Mr. Anprews. Cargo taken at a lower rate than the tariff. 

Mr. Drewry. Mr. Andrews, on page 7, at the bottom of the page, 
you mentioned the situation regarding the flue-cured tobacco and 

ow the price has gone up and the freight rates have either remained 
constant or gone down. 

I would like a little bit better understanding of why the freight 
rates have come down. 
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Mr. Anprews. Pressure from competition, falling tramp market, 
etc. 

We have a situation particularly in the United Kingdom, where one 
shipper interest has a tremendous lot of tobacco that moves during the 
period around August through December and, roughly speaking, last 
season I think the tonnage was around 80,000 hogsheads in that period. 
That is a very substantial amount of tobacco. Roughly speaking, that 
is 40,000 tons. He is in a position to attract tramp competition and 
what not. 

Mr. Drewry. So that it is not a question of meeting competition 
from other gateways, as you put it ? 

Mr. Anvrews. No. As a matter of fact, the relationship of the 
ocean height charge to the value of the tobacco is about 2 percent, a 
very, very 7 low per centage. 

Mr. Drewry. On page 9, you show automobiles C.K.D.:; westbound 
the rate is $20 and eastbound it is $18. C.K.D. means “completely 
knocked down.” How much westbound movement is there ? 

Mr. Anprews. I do not know, Mr. Drewry. I am not connected 
with the westbound conference. I have sat in on these hearings and 
heard an interest expressed in the differences between east and west 
bound rates and I thought I would go to a little trouble to inform 
this committee of the factual information concerning it, but I have 
nothing to do with westbound. I merely got these comparisons to- 
gether § so that you would have them before « you. 

As I explained in my statement there, the ‘bulk of our movement of 
automobiles eastbound is C.K.D. and that reflects a rate of between 
$90 and $95 a car. 

Mr. Drewry. You have been very helpful in looking into this. 
Would you be able to look into it a little bit further and | give us for 
the record some indication of the extent of westbound movement of, 
particularly, knocked down cars? 

Mr. Anprews. I have no idea whether there has been a pound or 
not. I just took their tariffs on file with the Board. 

(The information is as follows:) 

TRANS-ATLANTIC ASSOCIATED FREIGHT CONFERENCES, 
New York, N.Y., May 19, 1959. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, House of Repre- 
sentatives, Washington, D.C. 

Deak Sir: At hearing on April 29, 1959, Raleigh, N.C., conducted by your special 
subcommittee, I was requested by Mr. John M. Drewry, chief counsel, to give 
your committee some extent of the westbound movement of knocked down cars. 

There have been no westbound shipments of C.K.D. (completely knocked down) 
automobiles in cases during 1957, 1958, or in 1959 on vessels of the member lines 
of the Continental North Atlantic Westbound Freizht Conference. The west- 
bound rate of $20 ton W/M on C.K.D. automobiles in cases was established on 
or about July 25, 1957, at request of a shipper who advised that most probably 
automobiles would be partly shipped as C.K.D. automobiles in cases. This 
traffic did not materialize. However, since the eastbound movement is so largely 
on C.K.D. basis it is important that the westbound rate be included for pur- 
poses of comparison. 

Respectfully, 


C. R. ANDREWS, Chairman. 
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Mr. Drewry. I have just one more question. I notice that all of 
your conferences have unanimous vote. 

’ Mr. Anprews. That is not correct. The only unanimous confer- 
ences we have are the United Kingdom, the Continental, and the 
French Atlantic. 

Mr. Drewry. Here is a thought I would like to understand a little 
better on this voting question. What is the advantage of a unani- 
mous conference as against a majority or two-thirds conference? 

Mr. Anprews. Mr. Drewy, I think I can explain it this way. 
Where you have a very large number of lines in a given trade, for 
instance in our Mediterranean where we have over 20 lines, it is very 
difficult to get unanimous action because of the divergent views. 
Therefore you have to have to take some other means to expedite 
these matters, particularly where a shipper is anxious to get action 
on his application. 

But you take small membership trades, for instance like the French 
Atlantic, where there are only four member lines in that trade, and 
it is a very simple thing and I would like, therefore, to see the con- 
tinuation of the unanimous vote because I think it brings out a fuller 
discussion of all of the problems by all of the member lines. 

Mr. Drewry. Is there not danger there that, let us say, when one 
line has a fair quantity of reefer capacity and the others or some of 
the others do not have any reefer capacity, that by requiring unani- 
mous vote these people who are not concerned with a certain element 
of the trade can nevertheless have the effect of controlling it? 

Mr. Anprews. We have never run into that difficulty, and there is 
a provision in those agreements, by the way, that, while it is unani- 
mous, the lines more or less agree to give consideration to the majority 
view in those trades. 

It is right in the basic agreement, and any time I should reach an 
impasse like that, I would specifically call their attention to that 
provision in the organic agreement. 

Mr. Drewry. One shipper complaint, which we heard last fall, was 
that apparently lines which were not concerned with the movement 
of a particular commodity within the trade, nevertheless had a vote 
which could be contrary to their interest. Whether that was a fact 
or not, I do not cece at least we heard it several times. 

Mr. Anvrews. If there were anything with respect to our trades in 
= matter I would like to get specific information and look into it 

or you. 

Mr. Drewry. It was not in your trade. 

Mr. AnpreEws. I cannot answer for other trades. 

The Cuarrman. Mr. Cowen. 

Mr. Cowen. In response to Chairman Bonner’s questions and also 
to Mr. Glenn’s questions relating to the one conference contract 
where you have the 10-percent leeway, does that contract run for a 
definite period of time? 

Mr. Anprews. It runs for a 6-month period and it is automatically 
renewed unless the merchant files notice of termination. 

Mr. Cowen. It runs for a definite period ? 

Mr. Anprews. Six months’ period. 

Mr. Cowen. Yes, sir. It has no liquidated damage clause? 

Mr. Anprews. That is correct. 
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Mr. Cowen. It also guarantees space to the shipper ? 

Mr. Anvrews. That is correct. 

Mr. Cowen. It differs in those three provisions from any other 
conference contract that is now being used, does it not, sir? 

Mr. Anprews. In our trades, that is correct. 

Mr. Cowen. Do you know of any others? 

Mr. Anprews. I do not know of any others, Mr. Cowen. 

Mr. Cowen. In other words, the specific contract we are talking 
about goes back to the time of the Alexander Commission and is the 
type of contract which that Commission had in mind. 

Mr. Anprews. That is correct. 

Mr. Cowen. That is all, Mr. Chairman. 

Mr. Casey. Mr. Chairman, I have one further question. 

The CuarrMan. Yes, Mr. Casey. 

Mr. Casrty. Mr. Andrews, when you remove a signatory for viola- 
tion of his contract with the conference, what recourse does he have if 
he thinks you are in error in removing him? In other words, when you 
remove him, from then on he has to pay the noncontract rate ? 

Mr. Anvrews. Unless he is shipping in another name, which I have 
just found out and which I have up with our attorney now. 

Mr. Casey. That is a subterfuge, but what I am talking about is 
where you have company A, which is a signatory, and maybe you have 
had an FAS shipment and you question that and remove his name. 
He starts screaming because he does not want to pay that higher rate, 
naturally. What recourse does he have ? 

Mr. Anprews. He can take us into the courts, but to get down to 
fundamentals, we have had only one case where we removed the 
name from the list of signatories and it was only recently I now find 
that he is using another name. 

I can be more specific in this respect. 

Mr. Casey. I do not care about talking about a specific case. 

Mr. Anvrews. That is the only one we have ever removed. 

I have the problem up with that particular merchant now. 

Mr. Casey. That is the only one that you have had experience with? 

Mr. Anprews. That is the only one we have ever removed. 

We have a number we are working on now. When I say “a num- 
ber,” I mean maybe three or four. In some cases we may find out that 
he has a reasonable explanation for it in which event I will close 
the file. 

Mr. Casry. Should you have one, his one recourse is to go to court, 
is that right ? 

Mr. Anprews. Of course, he could file a complaint with the Board 
and in this particular case I would like to see him file a complaint. 
I think I would relish it and so would our lines. 

Mr. Casry. What happens while that is pending? Do they continue 
to have to pay the higher rate? 

Mr. Anprews. Well, at the moment I do not think he is paying the 
higher rate. 

Mr. Cassy. You are back to the specific case. What I want to know 
is, in a general situation with conferences do they have to continue to 
pay the higher rate while they are determining this one so-called 
violation ? 
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Mr. Anprews. He would if he was removed from the list and was 
not resorting to subterfuges. 

Mr. Casey. What do you think will happen to this fine you collected 
from your one line that you fined recently ? 

Mr. Anprews. As of this moment, the lines have not taken any ac- 
tion with respect to that. My own opinion is that it may be that they 
will wash it out so far as conference expenses are concerned for the 
maintenance of our conference office, but they have not taken any 
definite action yet. 

Mr. Casey. You do not think that that lower rate that this par- 
ticular line charged was any indication that your rate was too high? 

Mr. Anprews. No, sir. Business continues to move at the current 
tariff rate. 

Mr. Casry. Do you know what their reason was for charging a 
lower rate in this instance ? 

Mr. Anprews. I will be as gracious asI can. He said it was a mis- 
understanding. 

Mr. Casey. A misunderstanding as to what the rate was? 

Mr. Anprews. No, on his part in taking the business in at a lower 
rate. 

Mr. Casey. What do you mean by a “misunderstanding” ? 

Mr. Anprews. Well, we have in that particular trade a situation 
dealing with emergency rates in a particular area. His position was 
that he took it in for the overall benefit of all the conference members 
at this lower rate, not with the idea of his line carrying 1 pound of 
the business but he was taking it in for the common good, and the 
other member lines felt that it was a serious mistake for any one line 
to take unilateral action like that and the committee, of course, did not 
share his views that he was doing it for the common good of all. 

Mr. Casey. In other words, your method of keeping your rates 
stable, I presume, is by this fining method if somebody starts to break 
the rate, is that it? 

Mr. Anprews. Well, we at all times try to keep our rates as stable as 
we can and we thought that this particular one was a bit offcolor. 

Mr. Casey. Have you had other instances where you did not fine 
them? You say this one was offcolor. 

Mr. Anprews. No others have come to my attention, and if they 
do, I will handle them all in a similar manner. 

Mr. Casey. Was there a complaint on this particular case by other 
lines of the conference ? 

Mr. Anprews. Not by any particular lines. 

Mr. Casey. Did you just hear about it and bring it up? 

Mr. Anprews. No; I was going to explain that to you, Mr. Casey. 

Mr. Casry. Excuse me. 

Mr. Anprews. As I said, we have an emergency rate committee and 
that is how the information was before the emergency rate committee. 
We knew what the facts were and, of course, we were watching to 
see what the disposition of the cargo would be. 

Mr. Casey, Who brought it to your attention? Who brought it to 
the attention of the Rate Committee ? 

Mr. ANprews. The member line fined originally brought the re- 
quest in to take the cargo out of the market at a reduced rate. The 
request was declined and, following it up, we found that the cargo 
was going to move at the lower rate. 
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Mr. Casey. You mean they made a request to move it at a lower 
rate and your rate committee declined the lower rate, and they went 
ahead and moved it at the lower rate? 

Mr. Anprews. That is correct. 

Mr. Casey. They must have had pretty good reason to want to move 
it at the lower rate. 

Mr. Anprews. The reason was “for the common good of the confer- 
ence in general.” 

Mr. Casey. What was the commodity ? 

Mr. Anprews. Lube oil. 

Mr. Casey. Lube oil, bulk or canned or what? 

Mr. Anprews. Drummed lube oil to Egypt. 

Mr. Casey. You want to keep that rate up? 

Mr. Anprews. There has been no change in that rate basis. 

Mr. Casey. I have no more questions, Mr. Chairman. 

Mr. Guenn. Mr. Chairman, may I ask one question ? 

The Cuarrman. Mr. Glenn. 

Mr. Guenn. Mr. Andrews, when you speak of discounts, you refer 
to dual rates, do you not? 

Mr. Anprews. Yes. 

Mr. Guienn. The reason I asked is that some witnesses heretofore 
hesitated to use the word “discount” in connection with the words 
“dual rates,” and I wanted the record to show that you mentioned that. 

Mr. Anprews. Yes, sir. 

The Cuamman. There are seven conferences in your group. Which 
conference uses this 10-percent discount dual-rate system ? 

Mr. Anprews. The North Atlantic Continental Freight Confer- 
ence. That is agreement 4490. 

The Cuarrman. I see it. The other six conferences use the general 
dual-rate system 20-percent discount ? 

Mr. Anprews. No, sir. The only other four that use the dual-rate 
system with the 20 percent are the North Atlantic Baltic Freight Con- 
ference, the North Atlantic French Atlantic Freight Conference, the 
North Atlantic Mediterranean Freight Conference, and the North 
Atlantic United Kingdom Freight Conference. 

The Atlantic and Gulf Red Sea and Gulf of Aden Freight Confer- 
ence, and the Middle East Mediterranean Westbound Freight Con- 
ference have no dual-rate system in effect. 

The Cuatrman. In your group there are two that do not use the 
dual-rate system ? 

Mr. Anprews. That is correct. 

The Cuatrman. There is one that uses the 10-percent system ? 

Mr. Anprews. That is correct. 

The Cuarrman. And there are four that use the 20 percent? 

Mr. Anprews. That is correct. 

The Cuatrman. Why is this 10-percent rate system particularly 
interesting to this North Atlantic Continental Freight Conference 
and not interesting to the other four conferences that use the dual- 
rate system ? 

Mr. Anvrews. This North Atlantic Continental Freight Confer- 
ence dual rate system has been in litigation, and is still in litigation, 
since 1948. 
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These four other trades, the Baltic, French Atlantic, Mediterranean, 
and United Kingdom, have had their dual-rate systems in effect since 
1948. 

We have only recently got the authority and an order from the 
Board, and that would be July 1, 1956, in the North Atlantic Con- 
tinental Freight Conference, to put that dual-rate system in effect, 
although it is still subject to litigation in the courts as of this moment. 

The CuairMan. ‘That system is approved by the Board? 

Mr. Anprews. That is correct. 

The Cuatrman. If this system had come before the Court there 
might have been a different view taken with respect to it? 

Mr. Anprews. In my opinion, because it is a requirements agree- 
ment, I believe so. It might have had a different effect on the Su- 
preme Court. 

The Cuarrman. Why would not the other conferences use that sys- 
tem that is approved by the Board ? 

Mr. Anprews. In the first place, today, Mr. Bonner, and prior 
to the interim legislation, if you were to file any change in your con- 
tract rate system the Federal Maritime Board would have to post that 
on the bulletin board in Washington, D.C., and, in my opinion, it 
would immediately bring a protest from Isbrandtsen, call for more 
public hearings, and we would be in another mess of litigation. 

The Cuarrman. But had they all been using this system there would 
not have been any question about it, would there ? 

Mr. Anprews. There is no question on the other four trades. They 
have been in effect since 1948. 

The CHarrman. I understand that they are subject to question, 
though, in the light of the decision of the Court. 

Mr. Anprews. Not in those trades; no. It is only the Continental 
which is still in the civil court. The court of appeals remanded the 
proceedings back to the Maritime Board recently for further findings. 

The Cuatrman. I do not understand you. The Continental is ap- 
proved by the Maritime Board. 

Mr. Anprews. That is correct; but Isbrandtsen went into the court 
of appeals as an intervenor and asked for summary judgment based 
on the Supreme Court’s decision in the Japan/Atlantic case. 

As I mentioned in my statement to you, the court of appeals re- 
manded that back to the Federal Maritime Board for further findings. 

The Cuairman. All right. Are there any other questions? 

Thank you very much. 

Mr. L. L. Gravely, China American Tobacco Co. ? 

Mr. Peabody, Smith-Douglass Co. ? 

All right, sir. 


STATEMENT OF ROBERT V. PEABODY, GENERAL TRAFFIC MAN- 
AGER, SMITH-DOUGLASS CO., INC., NORFOLK, VA. 


Mr. Peasopy. My name is Robert V. Peabody. I am general traffic 
manager of Smith-Douglass Co., Inc., 5100 Virginia Beach Boulevard, 
Norfolk, Va. 

The Smith-Douglass Co. is a manufacturer of chemicals and as such 
produces fertilizer and fertilizer materials for both the domestic and 
export markets. It maintains its home office at Norfolk, Va., and 
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: erates 12 plants in various sections of the United States. Its export 

shipments primarily originate from its plants at Norfolk, Va.; Texas 
City, Tex.; Tenoroc, Fla.; and Coronet, Fla. The ability to Success- 
fully sell a portion of its production in world markets is of vital 
importance to this company and in the last fiscal year we exported 
100,000 tons by seagoing vessels. 

As general traffic manager of Smith- Douglass Co., it is my respon- 
sibility to procure adequate transportation for our products moving 
to foreign markets. Therefore, 1 feel qualified to comment at this 
hearing on the economic effect of steamship conference practices on 
our export trade. 

We ship to various foreign countries, but our most important for- 
eign markets are in Central America and South America where we 
are presently faced with the most severe type of competition from 
European producers of fertilizer materials and fertilizer compounds. 
Coincidentally, it is to these Central and South American destinations 
that we have suffered the most serious consequences from the actions 
of the steamship rate conferences. Indeed, our current export busi- 
ness in fertilizer compounds is down 60 percent from the previous 
year. This decline is the result of our losing business to European 
producers. In practically every case, we find the prices of our ferti- 
lizers to be competitive w ith the European manufacturers, but invari- 
ably it is the inequities involved in the steamship rates from American 
ports that place us at a competitive disadvantage. 

The difficulties we are presently encountering in our export busi- 
ness are very disheartening to us as our efforts in these markets have 
continually been intensified. We have continued to improve our tech- 
nology in production and we feel that our products are the finest that 
can be produced. 

We have very active and capable agents in the various markets. 
We have established warehouses in Ecuador and Costa Rica. In an 
effort to meet the European competition, we have cut our prices to the 
bone, so to speak, so that at times they have scarcely yielded much 
more than the direct costs of manufacture. Nevertheless, we are con- 
tinually confronted with our basic disadvantage in transportation 
costs. 

Generally speaking, we believe the following practices of a number 
of the steamship conferences are detrimental to U.S. foreign trade. 

1. Refusal of many of the conferences to supply the shippers with 
their tariffs. This considerably handicaps the shippers as it is often 
difficult to obtain the correct rates. Many of the steamship agents do 
not have the tariffs themselves and must wire or phone the general 
office of the steamship company. Inability to obtain these tariffs many 
times results in costly confusion to the shipper because of the receipt of 
erroneous information or through misinterpretation of tariff pro- 
visions on the part of agents. Because of the secrecy surrounding 
many of the tariffs, it is possible for some of the conferences to dis- 
criminate against certain commodities. 

2. General lack of information to the shipping public of the matters 
that are being considered by the conferences relating to rates, fares, 
and charges. With the freight rate being a major factor in determin- 
ing our ability to compete in Latin American markets, the shipper 
should be allowed to have that opportunity to appear before the con- 
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ference beforehand to explain the consequences of a proposed increase 
on a particular commodity. Under the present system, our only 
recourse is to write a letter to the chairman of the particular confer- 
ence explaining the predicament in which we have been placed by 
the rate increases i hoping the conference will rescind their action. 

3. Maintenance of rates to Central and South American ports that 
place American exporter at a disadvantage with his European ReRe 
titors. In some of the conferences, the foreign shipowners outnumber 
the American owners by a considerable margin. Many of the foreign- 
flag lines are more basically interested in cargo from European ports 
and therefore favor a high level of rates from American ports so as to 
promote cargo from Europe. 

4. The dual-rate system. It has had the tendency to keep rates at 
an unrealistic level considering the lower level of rates from Europe. 
In trades where competition from nonconference lines and chartered 
vessels has existed, the conference rates generally drop to a realistic 
level eventually. A good example of such a situation is in the rate 
of the River Plate and Brazil Conference on superphosphate. Where 
the conference lines enjoy a virtual monopoly, we generally exper- 
ience the problem of unrealistic rates. 

With the idea that some specific illustrations of the problems we 
have encountered would be helpful to the subcommittee, I would like 
to relate a few of them. Please note that these problems are in con- 
nection with shipping to the Latin American market to which Amer- 
ican exporters have enjoyed a heavy volume of trade in the postwar 
years but to which they are now experiencing ever-increasing compe- 
tion from European exporters. 

Prior to August 2, 1956, the rate published by the River Plate and 
Brazil Conference on superphosphate was $16 per long ton from 
Atlantic and gulf ports while the rate published by the Outward Con- 
tinental Brazil Freight Conference from European ports was $15.75 
per metric ton. Our superphosphate was selling at $37.50 to $37.75 
per metric ton c.i.f. Rio/Santos while the comparable European prod- 
uct was selling $38 to $38.50. Under this price relationship, we were 
selling about 30,000 tons annually in Brazil. On August 2, 1956, the 
River Plate and Brazil Conference raises our rate to $18. We were 
immediately placed at a competitive disadvantage and despite the 
strenuous arguments we presented to the conference they refused to 
rescind their action. We reduced our price to the bone but because of 
the change in the rate relationship, our expected sales volume for 
September and October of 4,000 tons was reduced to 777 tons. 

The above described situation involving the rate relationship be- 
tween European and American ports also affected the movement of 
potash to Brazil. However, the effect was even worse as the American 
rate was raised to $19.50 per long ton while the European rate of $15.75 
remained the same. In this case, there was no room, whatsoever, for 
a price reduction, and the movement from American ports stopped. 

Our plight in regard to the Brazilian market was so serious that we 
scheduled a conference with officials of the Federal Maritime Board to 
determine if there was any way of obtaining some relief. We had 
felt that since five members of the River Plate and Brazil Conference 
were also members of the Outward Continental Brazil Freight Con- 
ference that we might have a case of unjust discrimination under 
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section 17 of the Shipping Act of 1916. The FMB folks were very 
sympathetic and helpful and suggested that we file an informal com- 
plaint with them. However, since the chance of achieving a successful 
result was very slim, we did not take this action. 

: About a year following the August 2, 1956, rate action of the River 
Plate and Brazil Conference, nonconference line and chartered ship 
competition became quite evident in the trade and the conference 
started a series of reductions. Today, the rate from Atlantic and 
gulf ports to Brazil is $13 and superphosphate and potash are freely 
moving under it. However, the reduction was brought about not asa 
result of the European competition, but rather as a result of com- 
petition from independent steamship operators. 

Another illustration of the difficulties we have experienced in ship- 
ping to our natural export markets because of more favorable trans- 
portation costs from European ports involve movement of manufac- 
tured fertilizer compounds to the west coast of South America. On 
May 19, 1957, the Atlantic and Gulf/West Coast of South America 
Conferenee raised rates on fertilizer to $24 per net ton for 250 tons 
and less and $22 per net ton for lots of 250 or more. Prior to that 
time, the rate had been $18 per net ton. The rate from European 
ports was $18 per 1,000 kilos (equivalent to $16.85 per ton of 2,000 
pounds). The comparative prices on identical grades of fertilizer in 
Europe were either the same or lower than American prices. With 
the advent of these new higher rates, we immediately began to lose 
the business by the difference in the transportation costs from Europe 
as compared from this country. Several appeals to the conference 
were declined and we were temporarily put out of the market which 
we had diligently striven to develop for several years. 

In February 1958, the conference did place into effect an $18 per net 
ton rate which helped our situation considerably. This rate is still 
in effect today. It should be noted, however, that we are still at a 
disadvantage of $1.15 per ton in transportation costs as compared to 
our European competitors, despite the fact that it is approximately 
3,000 miles further from Hamburg to the Panama Canal than it 1s 
from New York. 

As a final illustration, I would like to bring to your attention our 
competitive disadvantage, resulting strictly from unfavorable steam- 
ship transportation costs, in shipping manufactured fertilizer to the 
west coast of Central America. At present, the conference rate for 
cargoes under 500 tons is $22 per net ton while that for cargoes 500 
tons and aver is open with current quotations being $16 per net ton. 
From European ports, the equivalent rate of $12 per net ton, berth 
terms, is being charged for cargoes of 500 tons or more. Thus, we are 
at. a $4 per ton disadvantage in exporting to this important market 
where we should have an advantage in that it is approximately 3,000 
miles closer to us. 

In conclusion, we definitely believe that the Shipping Act of 1916 
should be amended to reflect current conditions and problems. We are 
not opposed to the conference system of ratemaking as it is an accepted 
method in all forms of transportation, but believe that changes must 
be legislated to correct the present day inequities in the system. Our 
experience as an American exporter leads us to make the following 
recommendations: 
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1. In return for the priv ileges and exemptions from antitrust laws 
allowed conferences under section 15 of the Shipping Act of 1916, 
gr enter protection should be provided for the shipper. 

Conferences should be required to supply the shipping public 
W ith their tariffs, 

Conferences should be required to issue public advice as to con- 
template consideration of changes in their rates, rules, and charges 
and provide interested shippers an opportunity $0 present their views 
if their interests are affected. 

4. Effective legislation should be adopted to prevent the establish- 
ment of rates, fares, and charges which are unjustly prejudicial to ex- 
porters of the United States as compared with their foreign com- 
petitors. Section 17 of the Shipping Act of 1916 provides for such 
relief but it is completely ineffective. I know of no adjustments in 
rates which have been ordered by the Federal Maritime Board, or its 
predecessor bodies under this section. Corrective action is necessary 
to stop the present erosion of American foreign trade. 

At this time, we cannot recommend the legalizing of the dual rate 
system. The independent operator is now the shipper’s only protec- 
tion against unreasonable conference rates. The conferences argue that 
the dual rate system is needed to safeguard a stable rate structure. 
In today’s dynamic world markets where the American exporter is 
confronted with severe competition, it is not stability ‘of rates that is 
needed but rather flexibility. 

That is the end of my statement. 

The Cratrman. That is a pretty strong statement, and the evidence 
we have had previously is that opportunity is given to correct many 
of the things that you complained of here. 

Are you a contract shipper ? 

Mr. Pranopy. We have one. It depends on the conference involved. 
We have signed in some trades, Mr. Bonner, but not all of them. 

The CuHarrMan. Are youacontract shipper to this area ? 

Mr. Pearopy. No. 

The CuarrMan. Were you ever a contract shipper to this area? 

Mr. Peanopy. No. I might add, though, that in one case, Mr. Bon- 
ner, one of the witnesses that previously testified before you, for in- 
stance, is an agent for us in Brazil. That was, if you remember, Mr. 
Arnholz. 

The Cuarman. The gentleman who testified in New York? 

Mr. Peanopy. Yes. In that case, I believe he mentioned something 
about that and related his problems along that line. 

The CHatrrMan. He had been a conference member ? 

Mr. Peapopy. Yes. 

The CuHairman. Shipping your products? 

Mr. Pearopy. Yes, that is right. 

The CHatrMAn. In what conference do you have a contract ? 

Mr. Praropy. It is in one of the Far East conferences shipping to 
the Far East where we are not faced with this particular competition. 
In other words, these illustrations I gave you here are the cases where 
we have been affeeted most adversely in shipping into South America. 

The CuatrMan. Would the. 20 percent differential that you would 
enjoy under the contract correct the troubles that you experienced 
here? 
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Mr. Peazsopy. As a matter of fact, these rates that I am quoting to 
you in this statement are the conference contract rates. 

The 20 percent, therefore, would not mean anything. In other 
words, the noncontract rates are completely unrealistic and would not 
enable us to compete. 

The Cuarrman. To deliver in this area, do you deliver by American- 
flag vessels or foreign-flag vessels ? 

Mr. Peazsopy. We deliver by both. 

The Cuarrman. What are the rates, then, on those vessels? 

Mr. Praropy. Well, of course, the independent rates would be 
lower. 

The CHatrrman. What are they? You have said what these rates 
were. What would be the difference, as an example? 

Mr. Peasopy. Generally, in other words, at the time the conference 
lines raised their rates, say, to the west coast of South America, why, 
when they raised them to $22 and $24 per ton, as I mentioned in the 
bottom paragraph on page 3, there were independent operators, for 
instance, who would charge just about the $18 a ton that the confer- 
ence had formerly charged. 

The CuHarrMan. You mean as against $24 a ton ? 

Mr. Peasopy. Yes, that is right. 

The Coatrman. You got a foreign-flag vessel for $18 ? 

Mr. Peazopy. Yes. Of course, I should say we have used these 
conference vessels. Very often these conference rates are available 
whether you have actually signed the contract or not. We have moved 
materials at the regular contract rates. 

The Cuarrman. Do you mean at the 20 percent reduced rates? 

Mr. Peagopy. Yes. 

The CHarrman. Notwithstanding the fact that you were not a 
contract signatory ? 

Mr. Prapopy. That is right. 

The Cuarrman. And that you shipped on such vessels otherwise as 
you chose to ship on in that trade route? 

Mr. Praropy. Yes. 

The CHatrman. You say that you have appealed to the Maritime 
Board and to the conference without any sympathetic hearing or 
discussion ? 

Mr. Prasopy. Well, in regard to the Maritime Board, why, they 
were very sympathetic and we discussed the problem and they pre- 
sented the avenues that might be open to us through informal com- 
— or formal complaint, but it just did not seem to justify the 
effort. 

The Cuarrman. For instance, with what flag line have you had 
this difficulty going to the west coast and the east coast of South 
America? 

Mr. Prasopy. Well, of course we have handled it all with the 
conferences. 

The CHarrman. Just name the American ships that you have tried 
to deal with unsuccessfully. 

Mr. Prasopy. Well, the lines, in other words, going into South 
America we use the Mamenic Line. I am not sure offhand what flag 
they are under. 
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The Cuatrman. What I am trying to get at is, do you know any 
American-flag conference vessel going to these two areas with which 
you have experienced this trouble ? 

Mr. Peasopy. Actually, Mr. Bonner, in these cases with rates we 
have not gone to the lines themselves because they cannot do anything 
about it. You have to goto the conference. 

The Cuarrman. I understand. 

Mr. Preasopy. That is what we have done. In other words, we have 
not tried to sell the lines on the idea that their rates were putting us 
out of the market, but our arguments principally were presented to 
the conferences. 

The CHatrmMan. It presents certainly a bad picture from what I 
have heard heretofore from those who represent the individual ship- 
ping lines, and it is surprising and disturbing to me if the facts you 
relate in your statement are correct, and I take it that they are correct. 

I have no reason to doubt them. 

Mr. Preapopy. Yes, sir. 

The CHarrMan. We have been told here that, “We are trying to 
help American business and we were doing this and that to encourage 
American industry and to sel] our products abroad. 

This certainly does not paint that picture at all. 

Mr. Prazopy. This South American and Central American mar- 
ket, sir, is very badly hit on fertilizer. That is the only thing I am 
qualified to speak on, of course. 

The CHarrman. I am not interested only because I said all the nice 
things about your company in the beginning. When anybody makes 
such a complaint, it tremendously interests me. 

Mr. Tollefson ? 

Mr. Toutuerson. Mr. Peabody, how do you get the benefit of the 
discounted rate if you were not a member, if you were not a signatory 
and did not have an agreement ? 

Mr. Prapopy. It is just the rates that we have been charged, that 
is all. We could not afford to sign contracts in some of these cases 
where, in effect, at times we might be put out of a market through 
competition by the fact that we are tied down to a conference when 
we might have to move an independent to get into the market. 

Mr. TotiEeFrson. The point that I would like to have you answer, if 

ou can, is why they gave you the benefit of the lower rate when you 
nad no written agreement with them ? 

Mr. Praxzopy. That is up tothem. That is about all I could say. 

Mr. Totterson. Did you negotiate that rate with them? 

Mr. Peasopy. No, that would be the tariff rate, for instance, the 
rate that would be published in the tariff. 

Mr. Touterson. I just do not see how you could get the benefit of 
the low rate unless they made a special concession to you which they 
have indicated they have done in other cases. Do you suppose it is 
possible that they gave you the benefit of the lower rate simply to try 
to help you out ? 

Mr. Peasopy. Well, that might be the reason, yes. 

Mr. Totterson. Now, you do not approve of the dual-rate system, 
you said, because the dual-rate system keeps independent carriers out 
of the trade. 

Mr. Prasopy. Yes. It would have that effect. 
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Mr. Totierson. Yet, on page 3, you cite a specific case which in- 
dicates that independents do come into the trade if the rates are too 
high. 

Mr. Prazopy. Yes, there is no doubt about it. Yes, they do. Of 
course, I think that you have to look at this a little bit differently in 
the fact that here the dual-rate system today, as I think has been 
brought out in testimony before this committee, has not been spe- 
cifically legalized and in most cases, I take it, that the dual-rate 
agreements have not been specifically filed with the Maritime Board. 
I think I am correct, and correct me if I am wrong, but under this 
system where we have legislation permanently in effect that would 
legalize the dual rates, it would certainly be a far more powerful 
weapon in the hands of the conferences, in my opinion. 

The Cuatrman. From where did that dual-rate information come 
to you? 

Mr. Preasopy. What I am referring to, Mr. Bonner, is legalization 
through the proposed legislation. 

The Cuarrman. What is the proposed legislation ? 

Mr. Peasopy. Well, it is generally assumed that that is one of the 

-major functions of these hearings. 

The CuHatrmMan. You dissociate your mind from that because this 
committee has no legislation before it. 

Mr. Peasopy. I know that, but, as I understand it, Mr. Bonner, 
you are exploring what legislation possibly should be introduced, is 
that correct ? 

The Cuatrman. We are trying to find out what will help you and 
what will help the American-flag operator also. 

Mr. Praropy. Yes, that is right. 

The Cuatrman. I am interested in one as much as I am the other. 

Mr. Tollefson, excuse me. 

Mr. Totterson. My impression of your statement, Mr. Peabody, is 
simply that you in some instances find the conference rates too high. 
Now, in your statement you say that it is not stability of rates that 
should be sought but flexibility of rates. 

Do you mean to indicate that the American-flag operator in a con- 
ference ought to cut his rates to a point where he makes no return? 

Mr. Prasopy. No, sir. 

The Cuatrman. I am wondering if your real problem is not the 
fact that the foreign manufacturer in recent years has been able to 
and will continue to be able to produce the same product that you pro- 
duce at a lesser cost? I am inclined to believe, and of course I may be 
wrong, that in the years ahead your European competitors are going 
to be able to produce the same product you do at a far less cost than 
yours and that, even if the conference cut its rates to the bone, he could 
still undersell you in the South American market. 

Mr. Prasopy. No. Actually that is not the case in fertilizer and 
these fertilizer compounds. |I mentioned here in the statement that 
our prices have been very competitive with European manufacturers. 
As a matter of fact, in one of these negotiations we have had with the 
carriers it was their contention that we could stand a higher rate be- 
cause our costs were lower than theirs and we could produce fertilizer 
at a lower cost than theirs, but generally on fertilizer they have been 
exactly the same, not exactly but very close. 
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Let us remember that one of the major ingredients in these products 
has to come from the United States anyway. In other words, it would 
be phosphate rock of which the United States is the leading producer. 

Mr. Totuerson. I appreciate your problem, but I am glad you made 
one statement here which would answer a question that I have had in 
my mind. That is simply that if conference rates become unrealistic 
or too high, independents can and do move into the trade. 

Mr. Preasopy. As I pointed out, they have done that in some of these 
cases but not all, and one other thing I might point out is that inde- 
pendent competition is difficult, because, for instance, in chartering 
you have to accumulate a muc h larger cargo, and that is definitely a 
disadvantage to do that, whereas smaller lots, of course, are readily 
sold and with less diffic ulty. 

Mr. Touterson. That is all, Mr. Chairman. 

The CHARMAN. ee 

Mr. Garmarz. On page 4, in line with Mr. Tollefson’s statement, 
you quote the difference in price of the American and E —— pro- 
ducer. Do you think that the American shipowners can get along at a 
$42 ton reduction in a particular case like this and still operate and 
stay in business ? 

Mr. Prasopy. I think so. 

Mr. Garmatz. Do you know the differential between the wages and 
costs of American and foreign ships ? 

Mr. Peasopy. You have the operating subsidies as well as the con- 
struction subsidies and then, as I pointed out, you have the tremendous 
difference in mileage to this particular market. I think the only basic 
advantage that I can think of that the lines operating out of European 
ports have is lower stevedoring costs, but that certainly would not be 
enough to cover this difference with the distance involved. 

Mr. Garmarz. On page 3, you speak about the serious plight you 
were in and the fact that you had a conference with the Federal Mari- 
time Board, and further in that same paragraph, you say that the 
Federal Maritime folks were very sympathetic and helpful and sug- 
gested filing an informal complaint along the lines of the questions 
that Chairman Bonner asked you, but you said you thought you had 
a slim chance and did not take advantage of it. 

If it was serious enough that the officials suggested that you do it, 
why did you fail to do it? 

Mr. Pearopy. We did not do it. 

Mr. Garmarz. Why ? 

Mr. Peapzopy. As I say, in light of subsequent developments maybe 
we should have, but the fact remains that we did not. 

The Cuarrman. Mr. Garmatz, excuse me a moment. 

To what kind of subsequent developments do you refer ? 

Mr. Prasopy. Well, the prospect of the independent competition 
became more of a likelihood and 6 months later it actually did develop 
and subsequently the conference reduced their rates so that it was not 
necessary. They reduced it because the independent competition hap- 
pened to develop in that particular trade. 

Mr. Garmartz. That is all. 

The CHarrman. Then is the independent rate of such a nature that 
you now can be competitive with your European competition ? 

Mr. Peapopy. In that Brazilian market; yes, sir. 
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The Cuarrman. And in the west coast as well as the east coast of 
South America ? 

Mr. Prapopy. No, the west coast of South America and west coast 
of Central America is where we are presently having the most difficulty 
in selling. 

The CuHamman. Then in only one locality the independent has 
helped you with this freight situation ? 

Mr. Peapopy. Yes, that is right. 

The Cuairman. Where is that ¢ 

Mr. Prasopy. That was into Brazil. 

The Cuarrman. Mr. Ray. 

Mr. Ray. I donot think I have any questions, Mr. Chairman. 

The Cuarrman. Mr. Downing. 

Mr. Downing. Mr. Peabody, I would like to compliment you on a 
very forthright statement, one which I think will be helpful to the 
committee and probably to you and others similarly situated. 

Mr. Peazopy. Thank you. 

Mr. Downine. I am interested in this conference that you had 
with the conference officials. How were you received? How did this 
take place? 

Mr. Peazopy. You mean with the Federal Maritime Board ? 

Mr. Downrnea. No, with the conference. 

Mr. Prasopy. All the dealings that we have had with the conference 
have been by mail. It was simply resolved actually to this generally, 
Mr. Downing, where we would write to the conference stating our 
position and the difficulties we were facing and they would reply that 
they would take the matter under consideration, and then we finally 
would hear in some cases where they would reject our application. 

The CuHatrMan. Did you happen to bring that correspondence with 
you? 

Mr. Peasopy. Whereby they rejected it ? 

The Cuarrman. The correspondence you had with the conference. 

Mr. Prapopy. Yes, I have some of it here. 

The CuarmmMan. Could you let our committee staff have that? 

Mr. Downtng. I think it will be very valuable. 

The CHarrman. We will take care of it and see that you get it back. 

Mr. Peasopy. Yes; I am sure I can. 

The CuarrmMan. We would like to go over that. 

Go ahead. Excuse me. 

Mr. Downine. Did you ever ask for a hearing before the confer- 
ence officials ? 

Mr. Prazopy. No, we have not because, as I understand it, Mr. 
Downing, these hearings, like you have in domestic forms of trans- 
portation, are not generally the practice, which is why I suggested 
that there should be set up hearings so that it would be open to 
everyone. 

Mr. Down1na, But you never asked for a hearing, did you? 

Mr, Peagony. No, we did not. 

Mr. Downina. It seems as if you might not have been ag ive 
enough both with the Federal Maritime Board and with the 
conference. ' 

Did you tell them that you were being priced out of the market due 
to the freight rate ? 
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Mr. Prapopy. Oh, yes, we have this correspondence that Mr. Bon- 
ner was asking for. 

The Cuarrman. I want to put that in the record at this point. Do 
you have it with you? 

Mr. Peapopy. Yes. 

The CuarrMan. I want to put it in the record. 

Mr. Preasopy. Could I look through it and put it out after you 
finish questioning me? It might be easier. 

The Cuarrman. Yes. Make a note to put it in the record at this 

oint. 
: Mr. Downine. At this time, I have no further questions, 

I would like to see those letters and perhaps ask some further 
questions. 

The CHatrman. Let us take a recess while you get that 
correspondence. 

(Short recess.) 

(Chemoleum Corporation, supplementary statement by Thomas A. 
Arnholz, president, will be found in part 3 of July 15 hearing.) 

The Cuarman. Let us resume. 

Of course, Mr. Peabody, we want all the correspondence with re- 
spect to this. 

Mr. Peaxsopy. Yes, sir. 

The CHarrman. We will proceed. 

Had you finished, Mr. Downing ? 

Mr. Downing, Yes, sir. 

The CuHarrman. In the meantime, I will let the counsel ask you any 
questions. 

Mr. Drewy? 

Mr. Drewry. Mr. Peabody, when you speak of an $18 rate, how 
does that compare to the landed price? You say it is $18 to Brazil or 
whatever itis. What would your landed price be? 

Mr. Peaxsopy. Well, it would vary depending upon the analysis of 
the fertilizer. 

Generally speaking, fertilizer could run anywhere from about $34 
a ton probably up to $80 a ton and in effect you have the transporta- 
tion costs added to that. It would be in that range, depending upon 
the analysis of the fertilizer. 

Mr. Drewry. What I wanted to try to get at is to see whether, in 
your particular commodities, transportation cost is a very large or 
medium or small part of the total eit. 

Mr. Prapopy. Yes, Mr. Drewry; it is a well-accepted fact with 
fertilizer that transportation is at least 25 percent of the cost of it at 
destination, and in many cases far more than that. 

Dr. Drewry. And, of course, it has rather large bulk. 

Mr. Peapopy. Yes, that is right. In other words, in fertilizer, 
transportation is a most vital factor because it is a movement of 
raw materials from all over the world sometimes and also all over the 
United States, say, potash from Carlsbad, N. Mex., and phosphate 
rock from Florida, and nitrogen from closer promixity now, and then 
you manufacture and then you move out to your final destination. 
They are all low-grade materials as far as price is concerned, and 
heavy and bulky. 

Mr. Drewry. It would not have the appeal from a carrier’s stand- 
point that, say, typewriters would? 
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Mr. Prasopy. To one extent it would not, to the extent that it 
cannot stand as high a rate, but, on the other hand, it is a high-density 
item and it is heavy moving, and it is attractive from that standpoint. 

Mr. Drewry. You say that what you need is not so much a stability 
but flexibility. 

Mr. Prapopy. Yes. 

Mr. Drewry. In your selling, do you have a question of the long 
leadtime between competition and actual deliv ery that we have heard 
mentioned here before? On some commodities the shipper says that 
he needs the stability because he is competing on the quality of his 
product and he has to know right now what his freight cost is going 
to be when he finally delivers the product. 

Is that as much of an element in your business as it might be in 
some manufactured goods? 

Mr. Prasopy. Well, we definitely have to know at the time we are 
quoting. 

Mr. Drewry. How far in advance would you have to know, for 
instance ? 

Mr. Prasopy. Well, it would be several months in advance. To 
that extent, yes. 

Mr. Drewry. Is this something which is very highly competitive 
as to actual prices? Is it like the commodity ‘market? Is there a 
lot of fluctuation ? 

Mr. Prapopy. Yes, it is highly competitive, but there are no com- 
modity markets in the materials we are dealing in. It is not so much 
a basis of varying prices on raw materials. They vary, but there is 
some stability on the raw material prices. It is a matter of a great deal 
of price competition in selling the material. 

Mr. Drewry. In what sized lots do you usually ship? 

Mr. Prazopy. We ship as low as 50 tons and very often you get 
small orders for 50 tons, but to market where we are already estab- 
lished 250 tons would be pretty good. 

Mr. Drewry. Would that be in bags? 

Mr. Pearopy. This movement is in bags, yes. 

Mr. Drewry. I was just trying to see “whether there is some line 
here between the problem of a man with the product that will carry a 
very high freight rate and the man who may be on the fringes of 
right between the bulk rate and nonbulk. 

The Cuatrman. Mr. Glenn, the witness has some correspondence 
and we are going to have him back in Washington. 

Is there some question you want to ask him here now? 

Mr. Grenn. I have just one or two questions, yes. 

What are the foreign countries that are your competitors in the 
fertilizers ? 

Mr. Peanopy. Well, we have a great deal of competition from West 
Germany and The Netherlands. Those, I would say, are our most 
severe competition in the Latin American markets. 

Mr. Gienn. Do you have any competition from the Communist 
satellite countries ? 

Mr. PreAsopy. No. 

Mr. GiEenn. These conferences serve the west coast of South 
America and the west coast of Central America. Are there not also 
independents serving those trades? 
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Mr. Prazopy. In those particular trades, Mr. Glenn, I do not know 
of any independents there or chartered vessels that we could use be- 
cause of their tonnage requirements being too high. 

Mr. GLENN. Have you not used independents in serving those two 
coasts ¢ 

Mr. Preasopy. No, we have not. 

Mr. GLENN. On page 2, the last sentence of paragraph 1, you say: 

Because of the secrecy surrounding many of the tariffs, it is possible for some 
of the conferences to discriminate against certain commodities. 

Do you know of any instances where this has occurred ? 

Mr. Peasopy. Well, I do not know anything specifically except that 
we, by not having the tariffs, just do not know, we cannot compare 
rates to see how ours would stack up against some other commodity. 
In other words, I just do not know. You would like to know and 
be able to balance out the picture to see what the rates would be on 
competing materials. 

Mr. Gienn. Actually, you do not have any cases where there has 
been any discrimination / 

Mr. Prasopy. No, I cannotsay. No. 

Mr. Guenn. That is all, Mr. Chairman. 

The Cuatrman. Mr. Casey. 

Mr. Casey. Mr. Peabody, do you belong to any shipping associa- 
tion that tries to work with the shipping lines or the conferences 
with reference to this commodity / 

Mr. Peasopy. No. we do not. 

Mr. Casey. When you sent these letters to the conference with 
reference to your rates, were you a signatory at that time of the con- 
ference to which you wrote ? 

Mr. Pearopy. No, we were not. 

Mr. Casry. I have no other questions. 

The Cuarrman. Mr. Peabody, we are going to have you come back 
to Washington. Then there is another witness that seems to be 
familiar with your situation. We are going to have that witness 
there at the same time. 

I appreciate your coming before the committee. 

How much time would it require of you to adjust yourself so that 
you could come up to Washington, D.C. ¢ 

Mr. Prasopy. I think I could do it on short notice, Mr. Bonner. 

The Cuarrman. All right. 

Thank you very much. 

Mr. Prazopy. Thank you, sir. 

The Cuatrman. Mr. L. L. Gravely, Jr., vice president, China 
American Tobacco Co., Rocky Mount, N.C. 


STATEMENT OF L. L. GRAVELY, JR., VICE PRESIDENT, CHINA 
AMERICAN TOBACCO CO., ROCKY MOUNT, N.C. 


Mr. Gravexy. I notice that the gentleman just preceding me had 
vee up several copies of his statement. Being unfamiliar with 
these appearances, I have just one copy for me and one for the com- 
mittee. 

The Crarrman. We generally like to have copies of statements 
for each member of the committee. | 
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Mr. Graverr. I apologize, and if I ever have the opportunity to 

appear again I will certainly do it. 
he Cuarrman. It gives the members an opportunity to ask ques- 
tions about parts of your statement. 

You may proceed, sir. 

Mr. Gravety. Mr. Chairman and gentlemen of the committee, 
I appear on behalf of the China American Tobacco Co. located in 
Rocky Mount, N.C. . ; 

Our company has been an exporter of American leaf tobacco since 
1918 during which time it has consistently made every effort to 
supply well-handled tobaccos at highly competitive prices. 

efore World War II, our primary competition came from other 
American tobacco exporters. Today the American tobacco exporters 
are receiving competition from lower priced American type tobaccos 
grown in Southern Rhodesia, China, Canada, India, and many other 
countries. 

The American tobacco exporters compete with American type 
tobaccos from other countries based on delivery to the customer’s 
factory. Thus, freight rates are a definite factor and increased 
freight rates will further jeopardize our competitive position. 

If the dual-rate system is perpetuated, few American exporters, and 
particularly the small independent exporters, can afford not to ship 
exclusively with conference lines. 

The CHarrMan. Read that over so that I can understand that. 

Mr. Gravety. Yes, sir. 

If the dual-rate system is perpetuated, few American exporters, and 
particularly the small independent exporters, can afford not to ship 
exclusively with conference lines. Failure to do so would put the 
nonconference shipper at a competitive disadvantage with other 
American tobacco exporters. 

What about our customers who specifically instruct us to ship by 
independent carriers? If we adhere to our customer’s instructions, 
the dual-rate system penalizes us by our necessary failure to ship ex- 
clusively with conference lines. If we fail to comply with our cus- 
tomer’s instructions, we are apt to lose the customer. 

But assume that our customers give permission to ship exclusively 
by conference lines. The dual-rate system would result in noncon- 
ference lines receiving little or no tobacco. Apply the dual-rate sys- 
tem to other commodities and the independent lines would be forced 
to join a conference or go out of business. 

As a result of the good service accorded the exporter by conference 
lines, the independent lines have been forced to improve their services. 
Likewise, the competition afforded conference members by independ- 
ent lines has done much to maintain reasonable freight rates. For 
the most part, we are satisfied with the services rendered by the con- 
ference and independent lines. We favor and hope for the continua- 
tion of both services, but perpetuate the dual-rate system and the 
independent lines will tend to be eliminated. Eliminate competition 
and it is logical to expect that services will suffer and higher freight 
rates will be forthcoming. 

We are opposed to the dual-rate system ; we are opposed to any legis- 
lation that will tend to perpetuate the dual-rate system. 

Thank you for your consideration of our views. 
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This is signed by me, L. L. Gravely, vice president of the China 
American Tobacco Co. 

The Cmarman. Mr. Gravely, do you have any recommendations 
that will improve the custom of using conferences with dual rates! 

Mr. GraveLy. Do I have any recommendations ? 

The Cuamman. Yes; your specific objection goes to the contracts. 
Are you a contract signer ? 

Mr. Gravety. Yes, sir; we have been in the past. 

Now, we have shipped by independent lines. When our customers 
tell us they want them to go by independent lines we certainly ship 
by them. 

The Cuatrman. Does that mean independent lines or some specific 
line ? 

Mr. Gravety. Some specific line, sir. They have never told us an 
independent line. 

The Cuarrman. Whether it is an independent line or not, it is just 
some specific line on which they instruct you to ship? 

Mr. Grave.y. Yes, sir; now, we have not been penalized when we 
have done it. We do not want to be penalized. It is our understand- 
ing that under the dual-rate system we could be and, if it is perpetu- 
ated, I would certainly assume we would be. 

The Cuatrman. Mr. Tollefson ? 

Mr. Totiterson. For how many years have you had a contract with 
the conference? 

Mr. Gravezy. I do not know, sir, and, as of now, we are not mem- 
bers of the conference. 

Mr. Totierson. I assume that there were a number of years when 
you were a member? 

Mr. Gravety. Yes, sir. You had better let me preface now that 
essentially I am a salesman of the tobacco and so far as our traffic 
is concerned, I am not overly familiar with it. I will not be able to 
answer some of the questions that I should be able to answer. 

Mr. Totierson. As far as you know, your company has never been 
penalized for shipping on a nonconference line? 

Mr. Gravety. We definitely have not been, sir. 

Mr. Touierson. That is all, Mr. Chairman. 

The CHamman. Mr. Garmatz. 

Mr. Garmatz. I have no questions. 

The Cuarrman. Mr. Ray. 

Mr. Ray. I have no questions. 

The CHarrman. Mr. Downing. 

Mr. Downtna. I have no questions. 

The Cuatrman. Mr. Glenn. 

Mr. GLENN. When you get these requests from the customers to ship 
by a certain line, is it the line of the same country where the customer 
is located ? 

Mr. Gravety. Most often, yes, sir. 

Mr. GtENN. Do you have very many of those requests? 

Mr. Gravety. Yes, sir. I would say that 20 or 25 per cent of our 
customers request us to ship specifically. 

Mr. GuENN. That is not too good for our American shipping, is it? 

Mr. Gravety. That leaves 75 percent for us to decide, sir. 

Mr. Guenn. That is all, Mr. Chairman. 
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The Cuairman. From what countries do you have that request, if 
you do remember ? 

Mr. Gravety. On many occasions we have had it from Germany, 
sir. 

The Cuarrman. Are there any other countries? 

Mr. Gravety. I would not be able to say accurately, Mr. Bonner. 

The Cuarrman. Mr. Casey. 

Mr. Casey. Do you have any other specific objection to the dual 
rate system other than the fact that you might be penalized for, under 
direction, shipping on a specific line ? 

Mr. Gravety. Well, we have a natural objection. I say “natural” 
and I mean we have an objection to anything that in our opinion is 
going to eliminate competition. We envision the dual rate system 
as doing precisely that, sir. Our fear of it, therefore, is that the result 
will be ‘higher rates for us and less money "for our customers to spend 
on tobacco. 

Mr. Casey. Should the provision be made that you would not be 
penalized on shipping on instructions of your customer, assuming that 
the title has already passed or your customer designates the line and 
he assumes the responsibility of shipping and also. assuming that the 
rates would be controlled to the extent that they would not be unduly 
high, would you still have objection to the dual rate system ? 

Mr. Gravety. We would say that that improves considerably what 
we are faced with but, once again, in my opinion, the net result of the 
dual rate is the elimination of competition. That I am bound to 
oppose. 

Mr. Casey. Now then, you are not a signatory now to the confer- 
ence contract. Do you ship on independent lines now or do you ship 
on conference lines or some of both ? 

Mr. Gravevy. Pulling it out of the hat, I would say that we ship 
90 percent conference. 

Mr. Casry. Do you enjoy the contract rate now even though you 
are not a signatory to the contract, or do you know ? 

Mr. Gravety. I do not know, sir, but I am quite sure that our traffic 
manager has seen to it that we get the best rate. 

Mr. Casry. I have no further questions. 

The CuarrMan. Does the traffic manager that you speak of serve 
your company individually or you and your associates jointly ? 

Mr. Grave.y. Our company, sir. 

The Cuarrman. Is he present today ? 

Mr. Gravety. No, sir; he is not. 

The Cuarrman. Thank you very much, Mr. Gravely. 

Mr. Gravety. Yes, sir; Mr. Bonner. Thank you, gentlemen. 

The Cuatrman. Mr. Meredith ? 

Is Mr. Zingelmann present? These witnesses were scheduled for 
tomorrow, as you gentlemen know. Due to a situation beyond the 
committee’s control, we cannot remain for tomorrow and have to 
finish today. 

Mr. Clark? 

Mr. Beam ? 

Mr. Cocxr. Mr. Chairman, Mr. J. V. Clark is in town. 

The Caatrman. Is Mr. Deane present? Is Mr. Glass present? 
Mr. L. A. Glass, traffic manager, Export Leaf Tobacco Co., Rich- 
mond, Va. 
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Mr. Guass (L. A. Glass, traffic manager, Export Leaf Tobacco Co., 
Richmond, Va.). I would like to take just 2 minutes. 

Mr. Meredith was supposed to have been here and given a state- 
ment on behalf of the traffic advisory committee of the Tobacco As- 
sociation of United States, of which we are a member, and I would 
comment very briefly on that statement. 

Mr. Cowen. It is my understanding, sir, that you wanted to follow 
Mr. Meredith. 

Mr. Guass. That is correct, if I may. 

The CuarrmMan. We will pass you over and take Mr. Meredith, at 
Washington, D.C., at some later date. 

Mr. F ‘oley , how long will your statement be ? 

Mr. Fotry (George F. Foley, chairman, River Plate and Brazil 
Conferences, New York, N.Y.). I think it is filed with your commit- 
tee. It is about 25 pages. 

If it pleases your committee, I would just as soon defer that until 
I have an opportunity to check it with some of the statements made 
here by the witness this morning so that I will be able to tell your 
committee some of the facts from our point of view. 

The CHarrmMan. We can get you in in Washington, D.C. 

Mr. Forry. Or in New Orleans, if you prefer, since I represent 
Gulf lines, too. 

The CuarrmMan. How long is your statement, Mr. Finley ? 

Mr. Frintey. I would say 30 minutes, roughly. 

The Cuarman. Do you mean it will take you 30 minutes to read 
your statement ‘ 

Mr. Fintey. Yes. 

The CuarrmMan. We will start off with Mr. Finley. 


STATEMENT OF EMIL SHERER FINLEY, VICE PRESIDENT, INTER- 
NATIONAL COMMODITIES CORP., NEW YORK, N.Y. 


The CuarrMan. You may proceed, sir. 

Mr. Fintey. Thank you, sir. 

Mr. Chairman and members of the committee, my name is Emil 
Sherer Finley. I am vice president of International Commodities 
Corp. of 11 Mercer Street, New York, N.Y. Our company is a mem- 
ber of a group of affiliated companies who have been engaged in inter- 
national trade for about 70 years. The total volume of business 
handled by this group of companies amounts to about $20 million 
per year. Various companies belonging to this group import a va- 
riety of commodities, but mainly wool and bristles, crude waxes and 
oils. 

International Commodities Corp. is engaged in the export business, 
particularly that of chemical fertilizers. Our volume of sales in 
the year 1958 was approximately $7 million. In addition to the 
chemical fertilizers, we export, in very much lesser quantities, such 
items as industrial chemicals, tallow, and certain basic steel products. 

Our firm has permanent export arrangements in the various world 
markets for the sale of fertilizer materials with such renowned manu- 
facturers as American Agricultural Chemical Co, of Pierce, Fla., 
International Minerals & Chemical Corp., of Bonnie, Fla., Southern 
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Fertilizer & Chemical Co., of Savannah, Ga., International Minerals 
& Chemical Corp., Potash Co. of America, United States Potash, 
American Potash & Chemical Co., and National Potash Co., all of 
Carlsbad, N. Mex., also Réhm & Haas Co., of Philadelphia, Pa., 
‘Texas Gulf Sulphur Co., and Freeport Sulphur Co. 

We have given much attention and consideration to the delibera- 
tions covering the conference and dual rate systems. To our pro- 
ducers and to ourselves, the problems of ocean transportation in the 
various markets of the world is of paramount importance and unless 
we can meet the prices of foreign competition, and of American com- 
petitors who are not bound by conference contracts and who are free 
to charter tramp vessels at will, we cannot hope to stay in business for 
very long. 

Before going into the details of our point of view, we should like to 
bring forth a certain amount of background against which we should 
then like to sketch in our thoughts on the subject and our recommenda- 
tions. 

The importance of foreign trade and the American merchant marine 
to the United States is no longer questioned. On the contrary, it is 
conceded by everyone that foreign trade is essential to our economy and 
our way of life. Unfortunately, lately, we have suffered many defeats 
in the field of international trade. Some of them were dealt to us by 
our European friends, who have recovered from the ravages of World 
War IT to take up again, and expand upon, their previous eminent 
position in world trade. We have lost business to them in the foreign 
markets and to a considerable degree, in our own domestic market. 
We have also suffered a loss of trade in foreign markets to the ever- 
increasing expansion and determined drive of the Communist coun- 
tries. 

Unfortunately, I cannot judiciously take up too much of your time 
to give you all the reasons for this loss of trade and because of this, 
I shall have to limit myself to the basic aspects of the question at hand. 

I should like to emphasize that virtually all of the commodities 
which we handle for export are produced in this country on a very 
large scale, probably the largest in the world, and despite our high 
labor costs, I am happy to say that most of our prices are lower on 
an f.o.b. plant basis than those of our European competitors, whose 
wages are universally lower. We need not, and perhaps should not, 
consider at this time the competitive position of the Communist 
countries, where both the price of the product and the plane of living 
are arbitrarily set by the state. The competitive dangers to us, both 
economically and politically, forthcoming from that quarter are, 
nevertheless, extremely serious and of highest consequence. 

Only a few days ago, Gen. James M. Gavin, vice president of 
Arthur D. Little, Inc., speaking at the luncheon meeting of the Syn- 
thetic Organic Chemical Manufacturers Association, warned that 
Soviet Russia is waging war on the United States and is counting 
mainly on economic warfare to gain dominance. 

He contended that the businessmen are as much in the frontline in 
the present type of war thrust upon us by Russia as our men in the 
military services. 

He pointed out that the impact of Russia’s economic offensive al- 
ready has been felt in some directions, such as in steel and other 
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metals. The United States is being hampered in its economic war 
strength by wage-labor difficulties, whereas Russia is utilizing cheap 
regimented labor. 

General Gavin warned that if this country is to survive, we must 
be prepared to make sacrifices and exercise self-discipline. Com- 
placency, he said, can doom the Nation. 

The problem of the conference and the dual rate system is an im- 
portant economic problem and let us ask ourselves whether, in con- 
nection with this problem, the lines, by any chance, are not guilty of 
some complacency. We are faced with losing some markets for our 
products and the question then arises: If we are generally competi- 
tive on an f.o.b. plant basis, why are we losing ground in the field of 
international trade ? 

Before we answer this question, we must consider very carefully the 
components of a C. & F. price, i.e., the price of goods delivered on the 
foreign port. 

We mentioned before that our f.o.b. plant prices are competitive, 
but, unfortunately, once we start moving the cargo via rail and 
steamer, we run into very high costs. Some of the commodities can 
absorb these costs, not only because of their value, but because of the 
specific position which they might enjoy in the world market. 

For example, if a company has a patent, a brand, or some other 
type of market exclusivity and enjoys the privileges of that singular 
position, it is of little consequence whether the rail freight or the 
ocean freight is somewhat higher or somewhat lower. They are in 
the driver’s seat. This is one example. 

Another example is of a commodity where the rail or ocean freight 
represents a relatively small percentage of the total C. & F. cost. Let 
us take, for example, a pharmaceutical product or a raw ingredient 
of a pharmaceutical product, which may cost anywhere from $1 to 
$5 per pound. Whether the freight on the material amounts to 5 
cents per pound, 2 cents per pound, or even 10 cents per pound, is of 
rather academic interest, even if the item does not enjoy a special 
market position and has to compete against similar products from 
other parts of the world. 

Let us take other examples, such as typewriters, electronic com- 
puters, a diesel engine, or even a box of cereal. Here, the ocean trans- 
portation might amount to more than just a fraction of the total cost. 
It may, in fact, run as high as 5 or 10 percent of the total value. Still, 
it is a relatively small percentage of the total C. & F. cost and there- 
fore can be regarded as of secondary importance in terms of competi- 
tive position. 

These are just a few examples and, naturally, there are probably 
thousands of commodities which fall within that category and which 
are exported daily from the United States. 

For the purpose of this discussion, therefore, let us refer to this 
category as low freight ratio commodities. We could also refer to 
these items as general cargo. However, it is this low freight ratio 
cargo which provides the best paying cargo insofar as the steamship 
lines are concerned. 

On the other hand, there are other types of cargo where the ocean 
freight may comprise a considerable percentage of the total C. & F. 


cost of the goods. And again, to take some arbitrary limit, let us 
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consider a number of these commodities where the ocean freight might 
be anywhere from 20 percent to 60 percent of the total C. & F. value or 
25 percent to 100 percent of the f.o.b. value, and refer to them as high 
ocean freight ratio cargo. Among these, we should name the principal 
ones, such as coal, coke, grain, sulfur, ores, and last but not least 
fertilizer and fertilizer raw materials. 

Since our company is mainly engaged in the export of fertilizers, 
I should like to mention a few statistics which will clearly show the 
importance of the cost of ocean transportation insofar as sales of these 
commodities are concerned. 

The principal exports of fertilizers from the United States comprise 
the following: 


Average price per metric ton depending on grade, quantity, etc. 


Approximate percentage of 


Cost and freight in terms of 
Type of fertilizer ¥.0.D. -vonsel } freight for: «i ss a 
--tign port 
| liner terms F.o.b cost Cost and 


| freight cost 


Crade pn0tpnukee rees.......................... $8 $16 100 50 
Asnmoninm Gite... 62. dence esas 33 | 43 30 23 
REE i Sete winmne a 31 41 32 25 
Single superphosphate _-- Vout oe 18 28 55 36 
Triple superphosphate. -- <ésth desea Sean . 48 60 25 20 
GE totececdieghanasan Sci <- tenements 25 35 40 29 


We have heard sweeping statements by some praising the system 
of conferences. We have heard others bitterly condemning these sys- 
tems and advocating “pure competition” in ocean transportation. I 
feel that both of these views are questionable, not only from our singu- 
lar point of view as exporters of fertilizers and other industrial raw 
materials, but from the point of view of saving the American economy 
in general and the American foreign trade in particular, from serious, 
if not calamitous situations which may very well be in store for us if 
we do not devise a program not only to maintain our merchant marine 
and our foreign trade, but to expand them. Frankly, we feel it is 
impractical and even inconceivable for any exporter or exporting 
producer to shop around day in and day out for a workable freight 

rate for a number of the commodities he wishes to export and to be 
uncertain of the ocean freight space, rather than have a set freight 
rate and regular steamer service. 

I believe that today none of us would accept the extreme and out- 
dated, as well as grossly misunderstood philosophy of laissez faire, 
or what was frequently referred to some 200 years ago as an “invisible 
hand.” Neither do we wish to go further back another two or three 
centuries and seek the exercise of state power over every phase of eco- 
nomic life. 

Much has been written, discussed, agreed, and disagreed about the 
advantages and disadvantages of the so-called administered prices. 
The system of conferences provides administered freight rates and 
regular sailings for the American shipper. However, the question 
arises as to how should these freight rates be administered in the 
future? Here is where my complaint comes in and, with proper 
analysis, some of the conferences may agree that they have fallen 
behind in many respects. It seems that they have found it difficult 
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to keep abreast with the fast tempo and the ensuing changes in inter- 
national trade. ‘The system of conferences, however, has not changed 
much. 

To us shippers, the overall management of the conferences appears 
to be in the hands of dedicated men who are trying to do their very 
best to satisfy the shipping, the shippers’ and the importers’ interests, 
but they are the administrators of an unwieldly apparatus. 

Some of the conferences have 20 to 30 members who may have dif- 
fering viewpoints. Many conferences consist of members from all 
parts of the world, directly competing with one another. There is a 
crosscurrent of interests at every turn. Gener ally speaking, the con- 
ferences rarely initiate policies. Their policies are invariably dlic- 

tated by the nature of circumstances. If they find that having main- 

tained a certain rate on a certain route deprived most a the vessels of 
some cargoes over a period of many months or a year, the members 
finally vote to reduce that rate; but, frankly, most, if oa all, of such 
reductions have been too small and came too late. 

On the surface, this statement appears quite confusing in view of 
what we said before about those commodities where the ocean freight 
covers a relatively small portion of the total C. & F. cost. However, 
by making this statement, we have in mind other types of commodities, 
in which we are most interested, not only from our own point of view, 
but from the point of view of the entire economy. America does not 
only export drugs, electronic computers, typewriters, or packaged 
goods. We also export wheat, cotton, corn, coal, and other bulk car- 
goes. Every day many charters are fixed to carry the latter commodi- 
ties to various parts of the world. Relatively few conference lines are 
either interested in, or actually carry, full cargoes of these commodi- 
ties. This is only natural because, while the movement of coal across 
the Atlantic might command a freight rate of anywhere from $3 to 
say $11 per long ton of 2,240 pounds, free in and out (fi.0.), the 

freight rate of a ton of general cargo might bring $20, $30, or even 
$60 per long ton liner terms which, brought down to the f.i.0. level, 
might be, respectively, anywhere from $15 to $50 per long ton. 

Over the past 10 years fertilizers and fertilizer raw materials have 
become increasingly important as an export item in bulk movements 
from the United States to the various parts of the world. 

The Food and Agricultural Organization of the United Nations, 
in a report entitled “Review of W orld Production and Consumption 
of Fertilizers,” estimates at least a 5-percent increase in world fer- 
tilizer use in the fiscal year ending June 30, 1959. ‘The rate of increase 
in world consumption thus shows no sign of falling off. 

According to the U.S. group’s report, the percentage gained in 
world use of all fertilizers in the year 1956-57 was 11 percent, or 
nearly three times as large as the 4-percent increase for the preceding 
12 months. Unfortunately, this important growth of world fertilizer 
use and its movements across the oceans was not properly recognized 
by the conference lines and they neither prepared for it, nor are they 
fully prepared to handle it today. 

After the Second World War and throughout the Korean war, as 
well as for several years thereafter, the conference lines were generally 
disinterested in carrying fertilizer, and the ocean freight rates cover- 
ing these materials were, in most instances, unrealistic. 
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A great deal of business was lost as a result of the generally un- 
— position of the conference lines who, in many cases, refused 
to reduce the rates of fertilizer and other bulk cargoes. They were 
partly justified in this stand because there was no reason for them to 
carry, say, superphosphate, at $15 per long ton, when they could carry 
other commodities at $25 per long ton. 

About 2 years ago, however, ocean shipping was hit by a dearth 
of cargo. The tramp-ship owners were forced to accept lower 
freights and decided to compete with the conference lines in some 
areas and open entirely new trade possibilities in others. Some of 
the conferences were aware of this forthcoming change but they did 
not find it necessary at that time to fight it, mainly because there 
still appeared to be some interesting cargo at fairly good rates moving 
and thus the conference lines were not overly concerned. However, 
when most of that interesting cargo dropped off over the past year 
or so on some of the routes, the conference lines at last recognized 
that they had lost a great deal of business which could have been 
theirs. 

Subsequently, many freight rates were reduced. However, as men- 
tioned before, whatever alinahiesnte were made were somewhat be- 
lated and generally inadequate. The exporters were faced with 
either liquidating their fertilizer export business in that particular 
line or resorting to movement of cargo aboard chartered ships at 
freight rates which would enable them to sell their materials in com- 
petition with foreign shippers and American shippers chartering 
tramp vessels. 

I would like to point out one thing. Mention was made before that 
much of the fertilizer is carried on independent ships. It just so 
happens that an independent steamer does not provide any kind of 
service for fertilizer cargo. It is either the conference steamer that 
provides it or a chartered vessel. An independent steamer is inter- 
ested to get the general cargo. Once in a while they might concede 
and take a low-paying cargo like the fertilizer cargo but it is not 
something that you can really hang your hat on. Once ina while here 
and there they might be good to use, 

In all the Central and South American trade I do not know of one 
example of a large movement of cargo on an independent vessel. I 
am not talking about a chartered vessel where the entire vessel is 
chartered but on an independent vessel like the one operated by 
United Fruit Line for a while between the gulf or east coast and 
Colombia and some of the Central American ports. For a while 
they had an independent service. Later on they were included in the 
conference. But, generally speaking, an independent line does not 
provide any kind of a service so far as fertilizer or bulk cargo is 
concerned. 

I think I will go later into this. 

In many cases, the foreign customers instructed their suppliers to 
charter ships or to deliver their cargo to chartered ships. We might 
add that during the last few years the prices of virtually all ferti- 
lizers on an f.o.b. plant basis have declined, in some cases very con- 
siderably. In the majority of items no further price adjustments 
could have been made and, therefore, unless a low freight could be 
obtained, no business could be concluded and no fertilizer could be 
exported. 
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We have heard of cases where the conference lines are now trying 
to bring into line some shippers who chose to charter ships in order to 
reserve their business. To the extent that these shippers were forced 
y the above circumstances to do so, we feel that the conferences are 
not entirely justified in their position. 

In the light of all the above, we should like to summarize briefly 
our position as to the conference system and the dual-rate system: 

1. The conference system generally provides a good measure of 
stability of the ocean freight rates for general cargo. To us, as 
a modest shipper, the so-called independent carrier appears unattrac- 
tive. We require frequent and regular service covering a wide range 
of ports at competitive rates, none of which appears available from 
the independents. A lower rate alone, offered sporadically by them, 
serves no useful long-range purpose. 

The conferences, on the other hand, do not provide sufficient flexi- 
bility for the high ocean freight ratio cargo, which we shall refer to 
as bulk cargo. By bulk, we do not necessarily mean material in loose 
form, since some of that “bulk” cargo may actually be packed in bags. 
On this type of cargo, the ocean freight represents, as shown before, 
between 20 percent and 60 percent of the total C. & F. value and up 
to 100 percent or even more of the f.o.b, value. 

In virtually all of these cases, the conferences have not provided 
sufficient cooperation with the shippers. They have neither provided 
sufficient space nor reasonable rates. They are not necessarily to be 
blamed for this because the steamship lines are in business to make 
the maximum possible profit. As long as they have better paying 
cargo, they are not inclined to reduce the rates for the fertilizer cargo. 
They are also unwilling to commit themselves for the space several 
months in advance. This, in many cases, is of essence because foreign 
production of complete fertilizer mixtures depends on timely sup- 
plies of these raw materials. It takes a long time for the buyers to 
obtain the necessary foreign exchange, import permits, letters of 
credit, et cetera. They want to be assured that their production will 
not cease as a result of a shortage of raw materials. Thus contracts 
are made many months ahead of time at a fixed price. It is quite 
often that some contracts extend over a period of a year and that the 
freight space has to be booked between 6 months and a year in 
advance. 

The conference lines have a very difficult decision to make because 
why should they be required to book space 6 months in advance at a 
rate of, say $6 per long ton, if there is a possibility that the market 
will improve and that they will be able to get $8 or $10 for carrying 
this cargo, or, alternatively, be able to obtain other cargo to carry at 
$30 per long ton. 

Under these circumstances, while the rates published by the con- 
ferences are usually good for a period of anywhere between 30 and 
90 days, the conference lines are inclined to refuse bookings for high 
freight ratio cargo (bulk cargo) and even if they do have the space 
at any given time, prefer to wait until the last moment and accept 
such cargo for shipment only if they are absolutely forced to do so. 
By that I mean by their own circumstances. 

In many of these cases, they simply regard it as ballast cargo. At 
no time are they happy to carry it nor are they satisfied with the mar- 
gin of profit. Worst of all, however, the conferences have failed 
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to recognize what I have mentioned here, i.e., the worldwide changes 
in the movement of bulk commodities. 

Over the years, certain types of cargo have. been given open nego- 
tiated rates. The conferences have failed to discern the ever-increas- 
ing importance of the exports of fertilizers. On all such fertilizer 
cargo, the conferences should not be permitted to have other than 
open negotiated rates. The conference shippers should be called upon 
to give ‘the conference lines first preference but they should not be 
penalized under any circumstances for going out and obtaining com- 
petitive outside ocean freight space in order to enable the American 
producers to ship these commodities in competition with European 
suppliers. 

2. Some conferences permit the shippers who are conference mem- 
bers to forward such shipments by any vessel other than those of the 
conference without breaking the conference contract. However, they 
require that the shipper first notify the conference and allow the con- 
ference chairman 48 hours to confirm that such space or service is not 
available. In theory this sounds reasonable, but in practice, the con- 
ference chairman has to poll the various lines and frequently no clear 
answer is given, either by the lines or by the chairman. The reasons 
are obvious. The conference members like to wait as long as possible 
and see how the better paying cargo shapes up. In most cases, it is 
impossible for a shipper to wait even as short a period of time as 48 
hours for a chairman and/or the steamship lines to make up their 
minds as to whether they want the cargo or not. 

We propose, therefore, that in addition to these rates being de- 
clared open, the chairman of the conference be in a position to give 
a shipper an answer within a few hours of notice. Unless the chair- 
man of any conference will have that power, he will never be in a po- 
sition to satisfy the requirements of shippers like ourselves. 

In some instances, the shippers have various parcels of bulk cargo. 
When these parcels are consolidated, they can be sold in competition 
with Europe. Unfortunately, however, when any of these parcels 
are taken piecemeal, they cannot be sold competitively. The con- 
ference lines are prone, for reasons already mentioned before, to 
choose those parcels which are reasonably interesting to them and 
usually turn down those which carry a very low freight rate. If the 
chairman of the conference should agree to take only some of these 
parcels, he will make it impossible for the shippers to consolidate all 
of the parcels and thus a good part of the cargo will never be shipped 
from the United States. We have had such « experiences in the past 
and we have them to this very day. 

In this connection, therefore, we propose that the chairman of each 
conference be empowered to decide within an hour or two after the 
offer is made whether to take all such parcels of bulk cargo. If any 
one of these parcels is excluded by the chairman, the shipper should 
have the freedom of going out and obtaining such space as would en- 
able him to sell all the parcels and thus be to the greatest benefit of 
the American producers. 

(a) On page 4 of the booklet entitled “The Shipper and Steam- 
re Conferences,” published in January of this year by the American 
Steamship Committee on Conference Studies, the text reads: 


Exporters can commit themselves months in advance as to what, and at what 
price, they will make delivery in the foreign market. 
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As we have explained above, this is undoubtedly true insofar as 
general cargo is concerned. However, this is not entirely true insofar 
as bulk fertilizers are concerned. 

(b) On the same page in the same booklet, the text reads: 

Dry or liquid cargoes, dirty or clean, dangerous or safe, live or dead, animal, 
vegetable, or mineral—liners carry them all. 

I am sorry to say that that statement is not entirely true as far as 
bulk fertilizers are concerned. 

I am sure it is true insofar as general cargoes are concerned. 

Our firm and other firms like ourselves have been refused on many 
occasions to carry certain types of fertilizers, not on the grounds of 
danger to human health or safety, but they were decl: red to be too 
dirty or too smelly, or too volatile to handle, or some other reasons 
were given for the refusal of the cargo. However, the crux of the 
matter is that when the higher paying cargo became scarce, all the 
lines could be included, at least partly, to carry the cargo which only 
a few years ago they would not carry for any reasonable sum of 
money. 

Our recommendations here are, as mentioned before, that if the 
chairman of the conference refused to carry the cargo within a few 
hours after it is offered, the shipper should be free te obtain space 
outside the conference, not only for the cargo refused, but for other 
parcels which must be consolidated with the refused cargo. 

3. Provisions should be made for the shipper to have a better and 
workable representation within the conferences and within the Fed- 
eral Maritime Board in order that they may be heard concerning the 
market and competitive conditions abroad, as well as concerning the 
competitive shipping situation. They must be given adequate power 
to provide checks and balances against unrealistic and sometimes pro- 
hibitive conference rates, particularly on bulk cargo, which prevent 
American producers and exporters from being competitive. 

The loss to the American producers and to the American economy as 
a whole would be enormous if some of the major shippers were unable 
to export some of the bulk cargo. The importance of ocean shippin 
for our country, particularly American flag, cannot be Qvercctinated 
From the point of view of national security, promotion of political and 
economic interests, as well as from the point of view of insuring and 
promoting foreign trade, we must go one step further than havi ing a 
national trade fleet. If the conference lines want to have all the cargo, 
they will have to take the good with the bad. They should not “be 
selective by taking the high-paying cargo and refusing the low-paying 

argo, thus reducing its chances for export. 

In closing, as you can see from the above, the problem of perpetua- 
tion of the conference and dual-rate system is of great importance. 
To use a trite expression, “The chain is as strong as its weakest link.” 
Our economic problems in the field of international trade probably 
have a great deal to do with our insufficient productivity, particularly 
in relation to our standard and our plane of living. 

Our cost of shipping, which is a major consideration in international 
trade, certainly comes very close to this. The problem at hand cannot 
be resolved easily and we must recognize that times do change and 
that we cannot hide behind artificial administrative measures and 
hope that this will save our foreign trade. 
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In your deliberations, a due place must be accorded the American 
producer, the exporter, and the carrier. None of these should be 
either called upon to carry alone the burden of the formidable com- 
petitive situation; nor should he be permitted to take undue advantage 
of the other two. The conference system is basically a good one and 
if a dual-rate system is necessary to perpetuate the conference system, 
then the dual-rate system should perhaps remain until such time as 
some other suitable means of protecting conference interests are de- 
vised. However, at the same time, provision must be made for un- 
hampered movement of bulk cargoes in meeting world competitive 
situations. A law must be formulated within which the interested 

arties must work in harmony under a competitive system and for the 
st interests of the country as a whole. 

Thank you. 

The Cuarrman. I would say that that is a splendid statement but it 
-does not take us out of the dilemma that we are in. 

Mr. Fintey. Well, I have made just a few proposals, sir, which 
are of a technical nature rather than of overall importance but I 
think that it might be a good beginning. 

The Cuarmrman. This committee has the responsibility that I ex- 
pect few laymen of our country, people outside of the industry, of 
exporters and importers and the national defense realize. Our na- 
tional citizenry does not realize the problem we have before us. 

Mr. Tollefson ? 

Mr. Totxerson. I have no questions. 

The Cuarrman. Mr. Garmatz? 

Mr. Garmatz. I want to compliment the gentlemen upon his state- 
ment. The witness prior to him was Mr. Peabody. You have heard 
the amount of shipping he does in fertilizer. Do you ship more or 
less than he? Are your problems somewhat similar to his? You 
have heard his statement. 

Mr. Frintey. Our problems are somewhat similar. Of course, I 
am in more direct touch with these problems because sofar as I 
know Mr. Peabody’s firm is represented by a firm similar to our own 
and therefore I do not believe that he is in direct touch with the situ- 
ation the way we are. 

He might feel the effect of these various developments as a pro- 
ducer, but I am sure he does not run into these situations as we do. 

Secondly, he is just one producer mainly of fertilizer mixtures 
whereas we represent producers of fertilizer mixtures and at the 
same time we represent a number of producers of basic fertilizer raw 
materials, and I would say that we cover the entire gamut of fer- 
tilizer exports, virtually all fertilizer that is exported with very few 
exceptions. 

Mr. Garmatz. On page 13, near the bottom of the page, you were 
talking about the fact that— 

If the chairman of the conference should agree to take only some of these 
parcels, he will make it impossible for the shippers to consolidate all of the 


parcels and thus a good part of the cargo will never be shipped from the 
United States. 


You goon to say: 


s We have had such experiences in the past and we have them to this very 
ay. 
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Mr. Fintry. Yes, we do. 

Mr. Garmatz. Could you briefly cite a case or two? 

Mr. Frntey. Well, on page 6, I list a number of commodities. I 
admit that a commodity like triple superphosphate when shipped in 
the run-of-pile form, which is a pulverized form, is a highly concen- 
trated superphosphate and any contact with moisture might render 
it rather unwieldy and difficult to handle. The surface may bake and 
sometimes the entire parcel may cake. 

The conference lines have a certain schedule to maintain. They 
are afraid that a cargo like that might cake in their hold and a 
streamer which is scheduled to leave 48 hours after its arrival in 
some foreign port cannot be turned around. 

There were occasions where the cargo which caked had to be blasted 
out and the streamer was delayed for a week or two at a considerable 
expense to the steamship line. 

Now, when some of these offers are made and, let us say, a foreign 
customer comes and says, “I would like to buy from you 500 tons of 
bulk triple superphosphate and also 500 tons of potash and maybe 300 
tons of ammonium sulphate,” the conference lines have had very good 
experience with the latter two but do not like to carry the triple 
superphosphate and they will take the latter two but want you to 
shop around with the triple superphosphate. 

Mr. Garmatz. Do they actually tell you? 

Mr. Frntey. Where they are friendly enough, they will tell you, 
but otherwise they will say they do not know how they are as to 
space. They will be nice about it. 

Mr. Garmartz. Regardless of how nice they are, they will say 
“No”? 

Mr. Frntey. Of course, lately the situation has improved because 
the steamship lines have been very, very badly pressed for cargo, so 
that they have been carrying practically anything; but I am talking 
about more or less normal times when they would set certain runs 
and would say, “We do not want the run-of-pile material, we want 
the granular product.” 

Well, some customers cannot use the granular product. 

Secondly, they would say, “If we are to pick up the cargo we want 
at least 1,500 tons.” We cannot tell the customer, “You have to buy 
1,500 tons or we cannot ship,” because he will buy it from a com- 
petitor or go to Europe where no such restrictions are conceivable. 

Mr. Garmartz (presiding). Mr. Tollefson. 

Mr. Totzerson. I have no questions. 

Mr. Garmatz. Mr. Glenn. 

Mr. Guenn. I have no questions. 

Mr. Garmatz. Mr. Downing. 

Mr. Downrne. I have no questions. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. I have no questions. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. Do you, representing these various exporters, sign a 
conference contract 

Mr. Frnuey. In some areas we do. In some areas we either did 
not have an opportunity or in some cases I recall as one of the pre- 
ceding gentlemen mentioned, where he has been shipping conference 
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but without a contract, this is entirely possible. I seem to recall 
one situation several years ago where we made some shipments aboard 
conference vessels and it was only a year or two later that the con- 
ference came around to sending us a contract to sign. 

They suddenly noticed that we were not a member. 

Mr. Cowen. Had you been benefiting by the lower conference 
rate? 

Mr. Frxtey. Only partly. As I mentioned in my statement, and I 
stand on this, the reduction was not suflicient even today and Mr. 
Peabody made a statement before which, if you will permit me, I 
would like to correct insofar as we are concerned, because this is 
not our experience. 

He said, I believe, that at the rate of $15 a superphosphate cargo 
is moving at this time. I think that statement was made. 

I would like to say that conference lines are behind the times today 
again. There is a competitive situation which we cannot fight. It 
is pretty bad and the cargo moves conference but in very small 
quantities, relatively speaking. 

Mr. Garmatz. Will the gentlem: in yield ¢ 

I think you are speaking of the statement of Mr. Peabody. He 
says: 

Today, the rate from Atlantic and gulf ports to Brazil is $13 and super- 
phosphate and potash are freely moving under it. However, the reduction was 
brought about not as a result of the European competition, but rather as a 
result of competition from independent steamship operators. 

Mr. Frnutey. What page is that, sir? 

Mr. Garmatz. Page 3; the fourth paragraph. 

Mr. Fintey. I contest this statement that superphosphate or mu- 
riate of potash is ee freely at $13 because we have lost, in the 
first 3 months of this year, big cargoes which would not move at $13 
We have lost it to Bartpe ‘and there is a loss of approximately 20,000 
tons that was not placed here, and in fact I know of little cargo 
of bagged-muriate that was booked in this country over the past 3 or 
4 months, but I do know of 20,000 tons which was booked in Ger- 
many. 

Mr. Cowen. What was the price quoted you on the movement of 
that, sir? 

Mr. Finiry. Our price quoted varied between, I would say, $50 
and 50, 50 c.i.f.; the price from Germany varied between $47 and 
$48.30. 

Mr. Cowen. Following Mr. Garmatz’ line of questioning, where 
you gave the specific ex <ample of a conference line taking certain 
parcels and where it would not. take others, in those instances were 
you a signatory to the conference agreement ? 

tr. Fy INLEY. We were a signatory to the conference agreements at 
all times in certain areas. 

Mr. Cowen. Even though you had a contract with the conference 
they still would take part and would refuse to take part of a specific 
shipment ? 

Mr. Frntey. On occasion they refuse for a variety of reasons and 
some of them quite understandable. 

Mr. Cowen. [ have no further questions. 
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The Cuatrman. Mr. Downing. 

Mr. Downine. Mr. Chairman. 

What would you do when the conference refused you this carriage? 

Mr. Frntry. Well, on occasion we would have to forgo the busi- 
ness. On other occasions we would inform the customer that we 
could not possibly ship it all, and whereupon they have instructed 
us to deliver it to a chartered steamer and the cargo moved aboard 
chartered steamer. 

Mr. Down1ne. Thank you, sir. 

Mr. Casey. Mr. Chairman, I have one question. 

The CHarrman. Yes, Mr. Casey. 

Mr. Casey. Does not your contract with the conference state that 
they are supposed to take all your cargo when you offer it ? 

Mr. Fintey. I should imagine it does, but, when you know and 
the conference and the steamship line know that they might be losing 
money on it, while they may make some money on other commodi- 
ties, it is extremely difficult to enforce the contract. 

Mr. Casry. I know that; but you are losing money if you do not 
ship it, are you not ? 

Mr. Frntey. That is true. 

Mr. Casey. Have you ever thought about suing them on their con- 
tract for failure to take the cargo? 

Mr. Fintey. What is that? 

Mr. Casey. I say, have you thought about suing them on the con- 
tract for failure to take the cargo? 

Mr. Fintey. No; it would never occur to me. 

Mr. Casry. I do not imagine they would hesitate to penalize you 
if vou violate your part of the contract ? 

Mr. Frxtey. Well, I think the kind of relationship that exists 
between the steamship lines, and I might add between the conference 
lines and the shipper, over a period of years is so intimate that I do 
not think that either party would resort to a suit, unless their live- 
lihood was at stake, and not losing one or two orders. 

Mr. Casey. This has not hurt you too badly, then ? 

Mr. Frxtey. It has hurt at times and unless we had been in a 
position to deliver this cargo to chartered steamers we would have 
been by now out of business. 

Mr. Casgy. Thank you. 

The Cuatrman. Now, you heard the testimony of a witness in a 
similar business in New Y ork ? 

Mr. Frntry. Yes, sir. 

The Cuatmrman. Did he have the same opportunity to deliver by 

chartered steamer as you had ? 

Mr. Finer. Are you referring to Mr. Arnholz? I heard only the 
very tail end of it but I had an opportunity to read his statement, 
yes, sir. 

The Cuatrman. He has the same opportunity under his signing of 
the contract with the conferences that you have ? 

Mr. Fintey. Yes, sir. I do not quite understand what you mean 
when you say he has the same opportunity. 

The Cuairman. He has the same privilege of chartering and de- 
livering under charter? 

Mr. FiIn.py. Well, we cannot just go out and charter. 
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The CuartrMan. I understand. 


Mr. Finuey. We have to have valid reasons to show the conference: 


that we could not do the business otherwise and then go out and 
charter. 

The CHarrman. Do you ever experience any difficulty in getting 
that privilege ? 

Mr. Fintey. I would sayso. Yes, sir. 

The Cuarrman. Do you think the Maritime Board needs broader 
supervision over this whole system ? 

Mr. Frxuey. I am afraid to say yes, and I am afraid to say no to 
this because, as soon as there is some supervisory service it may mean 
a lot of redtape and it may be that things will have to be filed in 
triplicate and so on and extensive statements might have to be made 
and then, by the time these things go through the motions a foreign 
competitor will get the business. 

The CuarrmAn. I want to announce that the Governor of North 
Carolina has honored us with his presence and we are delighted to 
have him. 

Governor, will you not come up and take a seat up here for a few 
minutes ? 

The Governor has invited the committee to go to luneh with him 
and, of course, he is a very busy man. He has a matter on his hands 
over here in the State capitol today so that we do not want to delay 
him for our luncheon. 

Approximately how long does it take the chairman of the confer- 
ence to give you a permit ? 

Mr. Frntey. Well, the minimum that he could possibly give me an 
answer in would be 48 hours because he has to call all the lines, 

My attitude in this was that the chairman of the conference must 
have more power and he must be in a position to say that if a shipper 
like ourselves calls the various lines they can get the material shipped 
at, a reasonable rate at a certain time or any parcels, and if we call 
these various lines and we are turned down, then we should be able to 
put a call through to the conference chairman and say, “We offered 
this cargo to the various member lines and have been turned down. 
I want to have your answer within a couple of hours.” 

The CHarrman. What would be your view of this situation were 
the conferences and the dual-rate system broken down and you had 
worldwide competition ? 

Mr. Fintey. Well, if the field were wide open so that this thing 
could be classified as being under “pure competition,” I think that 
there would be some kind of a havoc because it would obviously affect 
all the general cargo, thousands of commodities proceeding to scores 
of ports abroad. 

I just cannot conceive of such a situation. I think it is beyond 
comprehension. 

The Cuarrman. How would it affect the economic condition of our 
industry with respect to imports and exports ? 

Mr. Frxtey. There might be some benefit in certain areas but, as 
IT mentioned before, so far as general cargo is concerned, the ocean 
freight does not represent a primary consideration. 

Insofar as bulk cargo is concerned, I think a lot of this cargo is 
moving charter. 
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The question is arranging it so that the members of the conference 
can openly go out and charter without being prosecuted or without be- 
ing brought into line. 

The Cuarrman. What would be the economic effect on American- 
flag vessels as compared with the foreign-flag vessels? Would we be 
able to compete ? 

Mr. Finury. No; I do not see how we can compete in many other 
fields when our wages are inching toward the $3 per hour rate whereas 
some of the wages in Europe are approximately $1 an hour, and I 
happen to have the latest figures here on this wage differential. This 
is from Time magazine, yesterday’s issue, $3.03 average United States 
Steel wage and, according to the latest available figures, 89 cents Lux- 
embourg, 78 cents Belgium, 68 cents Germany, 41 cents Japan. This 
is the competition that we are bucking at this time. 

The CuHarrman. Would the foreign-fiag sailings be so arranged as to 
leave our commerce stalemated on the docks of this country ¢ 

Mr. Frntey. You are talking about our steamship lines ? 

The CuHarrman. If we did not have an American-flag system of 
operating ships. 

Mr. Fintey. I think that our shipping generally would be cheaper 
but there are other disadvantages that are of even greater consequence, 
and I do not think we can even think of it. 

The Cuarrman. It would be fair to say, then, that the expense to 
the American Government to maintain this arm of the national de- 
fense would be in what proportion greater than it is now / 

Mr. Fintey. I do not quite understand the question. 

The Cuarrman. Well, it is expensive as it is, you know, for the Fed- 
eral Government to maintain an American-flag operation on the high 
seas. 

Mr. Fintey. Right. 

The Cuarrman. What additional cost would it be but for some: 
supervision in conferences and rate systems? 

Mr. Fintey. In other words, if the field was wide open ? 

The CuarrMan. Yes, sir. 

Mr. Frntey. I think it would be considerable because, generally 
speaking, there is a differential of several dollars a ton in bulk-cargo 
movements. 

The Cuatrman. You feel that the chairmen of the conferences and 
the directors of the conferences have not kept abreast of the time in 
keeping their conference activities alive and progressive, and merely 
are following the old system that they have had all along ? 

Mr. Frintey. I believe that; yes, sir. 

The CuatrMan. Thank you very much. 

You have been a splendid witness. 

Mr. Fintey. Thank you for the opportunity. 

The Cuarrman. I am glad you have taken your time to come before 
this committee and give us your advice. We appreciate your coming. 

The committee will now be adjourned until 2 o’clock. 

(Whereupon, at 12:35 p.m., the committee adjourned until 2 p.m., 
this same day.) 
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AFTERNOON SESSION 


The hearing was resumed at 2 p.m., pursuant to adjournment. 

The Cuairman. The committee will come to order. 

The first witness this afternoon is Mr. John F. Meredith, chairman 
of the traffic advisory committee, Tobacco Association of the United 
States, Greenville, N.C. 

Sitting with Mr. Meredith is Mr. J. Lanier, of Greenville, N.C. 

Your title, Mr. Lanier ? 

Mr. Lanier. I am general counsel and executive secretary of the 
Tobacco Association of the United States. 

Mr. Meredith is chairman of the traffic advisory committee. 

The Cuatrman. Yes; I had his title. 

Also sitting with Mr. Meredith is Mr. L. A. Glass, traffic manager, 
Export Leaf Tobacco Co., Richmond, Va. 


STATEMENTS OF JOHN F. MEREDITH, CHAIRMAN, TRAFFIC 
ADVISORY COMMITTEE; J. W. GAYK, DIBRELL BROS., INC., DAN- 
VILLE, VA., VICE CHAIRMAN, ADVISORY COMMITTEE; LUTHER 
A. GLASS, EXPORT LEAF TOBACCO CO., RICHMOND, VA., MEMBER, 
ADVISORY COMMITTEE; AND J. LANIER, GREENVILLE, N.C., GEN- 
ERAL COUNSEL AND EXECUTIVE SECRETARY, TOBACCO ASSOCIA- 
TION OF THE UNITED STATES 


The Cuairman. You may proceed, Mr. Meredith. 

Mr. Merepiru. Mr. Chairman and gentlemen of the committee, this 
statement is presented on behalf of the Traffic Advisory Committee of 
Tobacco Association of the United States. This committee deals with 
traffic problems of all kinds in connection with the shipment of leaf 
tobacco, both in the United States and to foreign countries. It repre- 
sents the opinions of the traffic advisory committee, and we are sure 
that it represents the opinions of a large majority of the members of 
our association. Members who do not agree with the position taken 
by the committee have been furnished a copy of this statement, and 
have been invited to attend this hearing and to express their views. 

We appreciate this opportunity extended to us to suggest changes 
that may be required in the Shipping Act of 1916 with respect to 
steamship-conference practices, including the dual-rate system. U.S. 
leaf tobacco is an important export commodity and is shipped to 
almost every country in the weld, Annual exports amount to nearly 
500 million pounds with a gross value of over $300 million. In world 
markets where competition is keen, it is essential to us that steamship 
rates are fair, equitable, and stable. It is also of great importance 
that regularly scheduled sailings are available. We believe that the 
conference system and the dual-rate system provide these basic needs 
for the tobacco trade. 

We believe that if the conference system of ratemaking should be 
destroyed we would lose every semblance of orderly ratemaking. 
Under the present system we are assured of stability of ocean freight 
rates. Further, the system under the Shipping Act of 1916 assures 
equal rate treatment for both large and small shippers. 

Before the establishment of steamship conferences, most shippers 
had no way of knowing when their goods would be picked up or deliv- 
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ered, or at what rate. Through steamship conferences the member 
lines have adopted codes of fair competition, which has done much to 
prevent rate wars and to promote stability of rates and shipping 
practices. 

Stability of shipping rates enable shippers to sell their goods with- 
out fear of fluctuating ocean rates which could cause great financial 
loss. They also provide uniform treatment and dependable shipping 
service to all important trade routes. For these reasons we favor the 
continuation of steamship conferences and the contract system. But, 
we feel the present contracts between shippers and conferences are 
outmoded and should be revised. Further, we believe such contracts 
should be subject to the approval or disapproval of the Federal 
Maritime Board. 

That, Mr. Chairman, is our statement and we can go along with 
the questions now, if you so desire. 

The CHarrMaNn. I would like the record to show, sir, who composes 
the Tobacco Association of the United States. 

Mr. Merepiru. The Tobacco Association is made up of over 135 
dealers; that is, unmanufactured leaf tobacco dealers, not manu- 
factured products, individual dealers. 

The CHarrMan. For an example, would you give us the names of 
some of the outstanding members of the association ? 

Mr. Merepiru. Universal Leaf Tobacco Co., Richmond; Dibrell 
Bros., Ine., Danville; Person-Garrett Co., at Greenville; James I. 
Miller, at Wilson; R. P. Watson, at Wilson; W. B. Lea, at Rocky 
Mount; Southwestern Tobacco, at Richmond, and the various branches 
in Kentucky; E. J. O’Brien, of Louisville; J. E. Bohannon, of Bowl- 
ing Green, Ky.; and Export Leaf Tobacco Co., of Richmond, Va. 

I could mention more, if you like. 

The CHatrMaAn. Do these that you have named subscribe to this 
statement ? 

Mr. MerevitH. Well, just as the statement says, Mr. Chairman. 

The CHarrMan. I read that. 

Mr. MerepirH. We propose this statement as the traffic advisory 
committee. 

Now, this advisory committee, if I can elaborate on that to clarify 
it, is appointed by the president of our association to deal with 
traffic matters as related to our industry. 

We have made this recommendation to support the dual-rate system 
and conference contracts and whatnot. Each member of the asso- 
ciation was furnished with a copy of this statement and well in 
advance so that they would have the privilege if they did not concur 
in our opinion, that they would have the privilege of presenting their 
own views as independents. 

Therefore, I can truthfully say that I think this represents a major- 
ity of the association’s opinion. 

The CHarrman. On the last page of your statement, you say: 

For these reasons we favor the continuation of steamship conferences and 
the contract system. But, we feel the present contracts between shippers and 
conferences are outmoded and should be revised. 

Will you enlarge on that, sir, and give the committee the benefit 
of your views as to how the conferences could be improved so that 
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we could get rid of this outmoded situation and tell us what revisions 
you think are necessary 4 

Mr. Merepiru. I would be glad to. 

The first thing I would bring up about the contract is that in 
many instances these contracts that are now on record with the various 
conferences go back probably 20 years. As you and I know and 
all of us know, conditions have changed since that time and in m: uy 
instances where we have made sales on f.o.b. or f.a.s. basis, we actually 
lose control of the shipment when we deliver it to seaboard. This is 
not f.o.b. or f.a.s. vessel. This is seaboard. 

If our customers request us to ship by independent or nonconference 
vessels, we are obliged, if we want to continue them as customers, to 
honor their request. 

The Cuamman. Have you made a presentation of this to the 
chairmen of the conferences to which you are signatory ¢ 

Mr. Merepiru. I beg you pardon, sir? 

The CHairman. Have you brought this situation to the attention 
of the conferences to which your members belong ? 

Mr. Mereprru. Yes, sir; we have on several occasions. 

The CuHarrMan. What was the result of that ? 

Mr. Merepirn. I think the reaction there was that, in view of the 
litigation going on at the time, they were noncommittal. 

The CuarrMan. At what time ? 

Mr. Merepiru. [ mean the various suits that were brought up and 
the conferences that were on file more or less in the courts of this 
country. They were more or less noncommittal and were willing to 

o along and adopt a wait-and-see attitude. 

The Cram AN. Where you have to follow this practice, has the 
conference called on you or any of your associates for a penalty / 

Mr. Mereprrn. No, sir. 

The Coamman. What other suggestion do you have? 

Mr. Merepirx. Our association is fully aware of the fact that the 
conference is a conference of steamship lines and we are signers of 
contracts with the conference. Nevertheless we feel that we should be 
approached prior to any change in rates or matters that pertain to the 
conference and be given an opportunity to be heard prior to these 
changes. 

We feel that this would certainly eliminate worlds of correspondence 
and time-consuming practices if we were brought into these things 
first rather than to get a notice, for example, of a rate increase and 
then to go through all the procedure of trying to keep the rate where 
it is or to protest the increase, although we are contract signers with 
the conference, we are entitled to be heard prior to any changes that 
are made in our agreement with the conference. 

The CuatrMan. You were not here when Mr. Andrews, chairman of 
the Trans-Atlantic Associated Freight Conferences, testified this 
morning ? 

Mr. Merepitrn. No,sir. I was not in attendance. 

The Cuarrman. I would like you to read page 7 of his statement 
at the bottom of the page in the light of what you have just said and 
then give your comment. 

Mr. Mereprru. Beginning with “According to” ? 

The CHarrman. Yes. 
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Mr. Merepitu. Of course, I have no way of verifying Mr. Andrews’ 
figures. I assume that it is correct. I have no particular objection 
to this statement at all. 

We admit that our tobacco prices have increased but what we are 
trying to do in this connection is to work with the conferences to get 
a rate established. We do not always object to an increase very 
strenuously, but what we want: to know is why the increase, and we 
want to be given an opportunity to be heard prior to any rate increase. 

This statement reflects a reduction of overall tobacco rates. I think 
that in itself is a compliment to the traffic advisory committee for a 
job well done. 

The Cuatrman. That is the part I wanted you to comment on. 

Mr. Merepiru. By the same token, that was not accomplished with- 
out a lot of correspondence and, in my opinion, unnecessary procedure, 
so that we could have ironed these things out by meeting with members 
of the rate committee or the conference. 

The Cuarrman. Then you did have a petition before the conference 
for reduction of rates? 

Mr. MerepirH. On many occasions we have been forced to, to meet 
oversea competition. 

The Cuarrman. Counsel to the committee would like to ask you a 
question. 

Mr. Cowen. Even though those rates have decreased, sir, are you not 
facing more competition “from China and Rhodesia now than ever 
before in the history of the industry ? 

Mr. Mereprru. American types of tobacco are bei Ing grown world- 
wide on a much larger scale than ever before and we are constantly 
being faced with competition from other markets, Brazil, Rhodesia, 
and many other countries. 

Mr. Cowen. And the decrease in shipping cost would put you on a 
level competitive with these foreign markets? 

Mr. MerepirH. We have tried to make it that way. 

The CHarrman. Would you say that this reduction of 48.4 is a fair 
and equitable reduction from the former rates 

Mr. Merepiru. I think that the reduction is fair. We do not expect 
the steamship lines to take our tobacco at a loss. We expect them to 
make a reasonable profit just as we sell our tobacco. 

The point I am getting at, sir, is that we could save so much time 
and trouble if we could have an opportunity to meet with these people 
prior to any increase that they want to establish and they have asked 
for increases and it has only been through correspondenc e and long- 
drawn-out conferences, you might say, that these reductions have been 
made. 

The CHarrMan. What was the date of the increase that you refer to? 

Mr. Merepiru. I could possibly not pinpoint any one particular 
conference. We had quite a discussion on rate increases up in the 
Baltic area, up in the Scandinavian area. 

I think that was in about August or September or October. 

They proposed an increase and we had to have a lot of correspond- 
ence with them and it ended up actually that the ultimate consignees 
were brought into it as well as the tobacco shippers themselves. 

The CuatrmMan. The North ee Baltic Freight Conference op- 
erates to Baltic-Scandinavian ports ? 
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Mr. MerepirH. That is right. 

The Cuarrman. This rate is effective in that conference? 

Mr. Mrrepirn. The proportionate reductions are effective but again 
I say that they were brought about by the activity of this traffic com- 
mittee. 

The Cuarrman, Mr. Tollefson. 

Mr. Tottzrson. I have no questions. 

The CHarrman. Mr. Garmatz. 

Mr. Garmatz. You say you represent the majority of this associa- 
tion. Did youstate how many belong to this association ? 

Mr. Merrepiru. I believe our membership is about 135. It might 
vary 1 or 2 one way or the other, but I think you could properly say 
135 members. 

Mr. Garmatz. Have you tried to make any arrangements for a 
meeting with the conferences with reference to rates ? 

Mr. Merepirn. I have had several telephone conversations from 
time to time with the request that we get together on rates and reduc- 
tions and it is always, “Yes, we are glad to do it,” but for some reason 
or other it never was consummated. 

Mr. Garmatz. In other words, if they met with the tobacco men 
they would have to meet with every other shipper, would they not? 

Mr. MerepirH. That would be possible. I imagine the other com- 
modities are represented by groups similar to ours which would not 
mean each individual shipper. They could be represented by a smaller 
group. 

Mr. GarMATz. I mean shippers of other commodities. 

Mr. MerepirH. I am saying that other commodities would have 
groups similar to ours that would be delighted to meet with the con- 
ference rate committee. 

Mr. Garmatz. That is all, Mr. Chairman. 

The CHarrman. Mr. Glenn. 

Mr. Guenn. I have no questions. 

The Cuarrman. Mr. Downing. 

Mr. Downine. Mr. Meredith, do you have any suggessions as to 
how this f.a.s. problem could be solved ? 

Mr. Merepirn. I wish I did, to be perfectly frank with you, but I do 
not see how you could have a conference system, frankly, without a 
dual-rate system to accomplish it. 

How you are going to do that and still satisfy the Supreme Court 
and make it legitimate, I really do not know, but I would say this: 
I think I am right when I say that a conference system without a dual- 
rate system is no system. 

Mr. Downrne. I was thinking primarily, though, about where a 
foreign buyer requests the shipper to ship by a nonconference line. I 
was thinking specifically about that problem. 

Mr. MerepirH. Well, I think that, if the conference would be will- 
ing for a representative group of shippers to appear and help draw up 
this contract, that there is no question in my mind but what a contract 
could be drawn that would certainly not eliminate the independent 
shipper or independent carrier and still make him available. It does 
not have to be so hard and fast as it is currently written and I, by 
all means at this point, would like to make it a point of record that we 
should do nothing to destroy the independent carrier who has played a 
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most important part in keeping the world rates, not only on tobacco 
but on other commodities, in its present state. They have done a re- 
markable job and should be complimented and certainly it is a con- 
tribution to our free-enterprise system in this country and should be 
recognized. 

Mr. Down1nc. Thank you,sir. I haveno further questions. 

The CuHarrmMan. Mr. Drewry. 

Mr. Drewry. Mr. Meredith, in seeking rate adjustments, is your 
committee the contact with the conference in all cases or do individual 
members of the association endeavor to work out. their own rates? 

Mr. MerepirH. It depends on the magnitude of the affair involved. 
Ordinarily our committee approaches the conference and then prob- 
ably some of the larger shippers who have traffic departments will also 
make an additional plea. 

Some of our dealers are not large enough to have a full traffic de- 
partment, but those of us who do have such departments will also 
add to the request for the rate situation. 

Mr. Drewry. Generally speaking then, the traffic advisory commit- 
tee isthe spokesman for that industry ? 

Mr. Merepiru. That is true. 

Mr. Drewry. Have you ever given any thought to trying to work 
out a tobacco contract similar to that which the cotton shippers have 
worked out ? 

Mr. Merepirn. No, we have not, frankly. We have not. We have 
been able, generally speaking I should say, to work with the confer- 
ences pretty satisfactorily, but there has been a tendency as we go 
along to get away from that satisfactory arrangement and we want 
to stop it now and get it back on the level that we can work with 
them and be considered as a part of the conferenc as a contract signe! 
and not as just another shipper. 

Mr. Drewry. That is all. 

The CHarrMan. What is this tendency to get away from a satis- 
factory arrangement ? 

Mr. Mrrepiru. Well, the whole idea there, sir, in my mind, is that 
the conferences, generally speaking, have had their costs go up. We 
realize that. We realize that they have keen competition from inde- 
pendent lines that is not to be discounted, but this idea of “Yes, we 
will work with you,” and then you do not hear any more from them, 
we do not appreciate. 

The Cuarrman. Do you have any difficulty in getting tariff sched- 
ules @ F 

Mr. Merepiru. Frankly, sir, I cannot get one. They are not avail- 
able in many conferences. 

The CuatrMan. The committee is interested in that because the com- 
mittee feels that they should be available. 

Mr. MereprrH. Usually those tariffs are not for distribution. 

The CHarrman. Mr. Cowen. 

Mr. Cowen. Mr. Meredith, some of your members use independent 
lines, do they not ? 

Mr. Merepiru. That is true. 

Mr. Cowen. Do you have any idea of the ratio, the percentage who 
use independents as against the conference lines? 
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Mr. Merepiru. Well, I would say that 90 percent of our organization 
are conference-contract signers but out of that 90 percent occasionally 
some of us will be forced to use independent lines when our customer 
requests it. 

Mr. Cowen. Yes, sir. 

Following the chairman’s line of questioning, you said that you 
thought that your industry should be in a position to sit down with 
the conference people and to adjust rates as does the Cotton Shippers 
Association. You believe that that would clarify these difficulties that 
you now have? 

Mr. Merepirn. I think it would. At this point, I would like to 
say that we do not want too much Federal regulation because we have 
the transportation industry in a bad state in the domestic now because 
of too much regulation; but you are bound to have some, and I would 
like to see those regulations, if they are put into effect, be more or less 
few but clear and we would be given the opportunity to sit in with 
them and work out all of their difficulties which I think we can very 
easily do. 

Mr. Cowen. Well, would you go so far as to say that if your 
industry was granted the right to sit down with conference officials 
to set rates, to deliberate on rates, that the industry would ship 100 
percent by conference lines ? 

Mr. Mereprru. No; I donot think you would have 100 percent. Ido 
not think you would have 100 percent, but I believe that the con- 
ference would have more contract signers. 

Mr. Cowen. That is all. 

The Cuamman. In your reference to the contract itself, you said 
there had not been any revisions in the contract for the last 20 years. 

Mr. Merepiru. That was an estimate. 

The CHarrman. You feel that there should be some revisions in 
the contract to make it, as we might say, up to date to meet these 
situations ? 

Mr. Merepirn. Exactly, sir. 

The CuHatrmMan. Do the gentlemen you have with you have state- 
ments to make? 

Mr. Merepirn. This is Mr. John Gayk, of Dibrell Bros. in Dan- 
ville, who is vice chairman of the committee. 

I would like for them to be given an opportunity, if they so desire, 
to add to anything that I mentioned before this committee, sir. 

The Cuarrman. Mr. Gayk 

Mr. Gayx. Representative Bonner, I think that the problem among 
most of those who ship nonconference is, and I know it is a problem 
myself, is the f.a.s. and the f.o.b. shipments which the consignee 
himself routes. Although I do not know how the conference could 
make its proper tie to the shipper, if that could be omitted, I believe 
that that would be one of the clarifications that could be done. 

The CuatrmMan. Do you know of any case where the conference has 
assessed a fine against a signer to the contract for shipping as directed ? 

Mr. Gayx. No,sir. I do not. 

The Cuarrman. Mr. Glass. 

Mr. Grass. I would like to say one thing in connection with the 
statement that was made in our joint statement here to the effect that 
we thought the contract should be brought up to date. These con- 
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tracts, in my mind, should be more uniform for the country over for 
all conferences. In other words, the way they are drawn up now you 
have different periods of time of notification of cancellation, different 
times for notifications of shippers of increases in rates, and so forth. 
If these contracts were drawn up as near to uniform as possible there, 
although there would be some deviations between conferences but as 
near as possible giving the shipper the right in the contract to sit in 
on rate meetings, giving us uniform time of notice for cancellation, 
uniform notification in case of increases, I think the industry would 
be a lot better off and the steamship lines and the conferences. 

The Cuarrman. Mr. Lanier, do you havea statement ? 

Mr. Lanter. No, sir, Mr. Chairman. These gentlemen are special- 
ists in their field. 

The Cuarrman. Mr. Tollefson. 

Mr. Totierson. I have no questions. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. I have no questions. 

The CuHamman. Mr. Glenn. 

Mr. Guenn. I have no questions. 

The Cuatrman. Mr. Downing. 

Mr. Downtna. I have no questions. 

The Cuatirman. Thank you very much, gentlemen. 

Counsel advises me that Mr. Gravely wants to clarify some points 
made in his statement this morning. 

Mr. Gravely ? 


STATEMENT OF L. L. GRAVELY, JR., VICE PRESIDENT, CHINA 
AMERICAN TOBACCO CO., ROCKY MOUNT, N.C.—Resumed 


Mr. Gravety. Mr. Chairman and gentlemen, I was asked three 
questions that I realize I was not prepared to answer as I expressed 
and I called up our office manager and, in turn, asked him. 

The Cuatrman. Mr. Gravely, you are not by yourself at all in this 
situation. I am asked many questions that I cannot answer. 

Mr. Gravety. I am sure I will be in the future, too. 

The question was, are we currently a member of any conference? 
None of us seems to be certain. 

The Cuarrman. That means, have you signed the conference con- 
tract? 

Mr. Gravety. We have not signed a conference contract since the 
injunction that took place back in 1956 or 1957. We are not sure 
whether any of these that we have signed in the past are self-perpetu- 
ating, in which event we are members of those conferences that we 
had signed prior to 1956. 

We were asked if we make any shipments outside of conferences. 
The answer to that is negative except where our customers so request. 

We were asked what countries specifically request that we ship 
by a given vessel or a given line. Among the principal ones are Ger- 
many, Belgium, Holland, Italy, and Cyprus. 

We were asked what percentage of our customers ask or give 
either requests or instructions for specific lines. The percentage is 
in excess of 50 percent as measured by customers. As measured by 
volume of shipments, it is roughly 25 percent. 
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We were asked what percentage we ship currently by conference 
as opposed to nonconference. I guessed 10 percent nonconference. 
Our office manager verified that guess. 

Thank you. 

The OuarrmAn. Thank you, Mr. Gravely. 

Is Mr. Ryon here, of the A. C. Monk & Co. ? 

Mr. Beam ? 


STATEMENT OF HOWARD B. BEAM, SECRETARY AND TREASURER, 
PELL COTTON CO., CHARLOTTE, N.C. 


The Cuarrman. You may proceed, Mr. Beam. 

Mr. Beam. Mr. Chairman and members of the committee, my name 
is Howard B. Beam. I am secretary and treasurer of Pell Cotton 
Co., Charlotte, N.C., incorporated under the laws of North Carolina, 
who has engaged in the exportation of cotton since 1948. 

I was employed by Mclver & Pell, cotton merchants, of Charlotte, 
N.C., in 1935 and remained in their employ until December 1942, 
During this time I was employed in a clerical capacity. Upon being 
released from the Army of the United States in the fall of 1945, I was 
employed by Pell Cotton Co. as office manager. In March 1950, I 
was elected assistant secretary and treasurer of said firm and served 
in this capacity until March 1, 1951, at which time I was elected sec- 
retary and treasurer. 

As secretary and treasurer of Pell Cotton Co., one of my duties has 
been the supervision of the general accounting and clerical work, as 
well as the traffic matters connected with the shipping of raw cotton 
for domestic and foreign consumption. 

As stated above, our firm has engaged in the export business since 
December 1948, and during this period we have sold cotton for ship- 
ment under various terms. That is, f.a.s., c.i.f., and C. & F. The de- 
livery period will also vary, as sales range from prompt to what we 
term as “forward contracts.” Of course, the lapse of time between the 
date of sale and date of actual shipment varies from season to season 
but from previous experience it would appear that the average time 
between our sale date and shipping date would normally be about 3 
months. 

In making forward sales it is, of course, necessary to have stability 
of rates, as well as dependable service from all major ports so that we 
can offer cotton for shipment in a given month, knowing the rate 
level to expect, as well as having knowledge that various lines are 
offering regularly scheduled vessels in spite of fluctuations in avail- 
able cargo. 

It appears in our particular position that the stability of rates is of 
much more importance than the level of rate. That is being able to 
offer cotton to an importer with the knowledge that in spite of eco- 
nomic conditions, we will be protected for a given rate. 

It has been our experience that the conference rates on our particu- 
lar commodity have been very stable. We would like to point out that 
a review of the conference rates on cotton to the United Kingdom 
reveals a total of nine changes since 1949, ranging from $1.50 per hun- 
dred pounds as of July 1, 1949, to a low of $1.45 per hundred pounds 
which is the present rate. I believe that you will find that during 
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this period the highest rate prevailed from March 1, 1957,through 
January 1958, which was $1.85 per hundred pounds, at a time when 
all the steamship lines were faced with our most recent shipping 
crisis due to the Suez Canal incident. 

It certainly appears in reviewing the changes that rates have been 
stable but at the same time have remained flexible to competitive rates 
and economic conditions. 

I wish to call your attention to the report of the committee on 
ocean freight of the American Cotton Shippers Association given 
at their 34th annual meeting in Memphis in April 1958, and I quote: 

During the past year there has been a very confused condition in the ocean 
freight market. Charter rates have been very low and this has resulted in the 
necessity of your committee asking the steamship lines to reduce the existing 
ocean freight rates and we are pleased to say that material reductions have 
been secured. 

I also refer to the minutes of the 3lst annual meeting of the 
American Cotton Shippers Association held in April 1955, stating 
that steamship conference committees had asked for a 10-percent 
increase, but upon recommendation of the committee on ocean freight, 
the conference lines consented to extend all rates through June 1956. 
The record shows that this rate was not changed until July 1, 1956. 
This change was presented by the committee on ocean freight to the 
American Cotton Shippers Association at their 32d annual confer- 
ence, stating that an increase of 20 percent was requested by the 
various conferences, but after a thorough discussion, the conferences 
increased their rates 15 cents per hundred pounds on cotton destined 
to European ports and 20 cents per hundred pounds to the Far East, 
or about one-half of the original request. 

The committee further stated that this 10-percent increase was 
necessary, in the opinion of the committee, to bring the ocean rate 
of cotton in line with other commodities and materials, which would 
assure sufficient tonnage availability for cotton rather than diversion 
of space to other materials. 

The point that I am trying to make is that the conferences lines 
have certainly attempted to work with cotton shippers to keep the 
rate on cotton in line with the rate on other commodities, as well as 
to prevent untimely increases that might be detrimental to the com- 
mon interest of the cotton trade. 

Being one of the so-called smaller shippers, we feel that the various 
conferences certainly offer the smaller shippers protection in trans- 
portation costs. That is, he does not have sufficient cargo to offer in 
any given month that would put him in a position to bargain with 
nonconference carriers. Certainly, the cutrate prices would be offered 
to the selected large shippers pee there would be only limited times 
when the small shippers would be in a position to take advantage 
of the reduced rates. 

I realize that your committee is interested in hearing testimony 
as to the conditions prior to the contract system or in the specific 
case where a conference had no contract system. Frankly, I am not 
in a position to testify as to that particular situation, as our export 
movement was very limited prior to the contract system. 

In summing up this statement, let me emphasize that services which 
would include acanans of sailing from major and minor ports, 
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assurance of safe handling, as well as fast delivery from the various 
ports, is one of the major factors necessary to our trade. 

I feel that only through some kind of agreement between the 
shippers and the steamship lines can stability of rates be maintained 
assuring uniform treatment of all shippers, large and small. I also 
feel that only through this agreement can shippers expect the major 
steamship lines to offer the shippers fast and dependable service to 
all concerned. 

Further, I wish to point out that our firm, Pell Cotton Co., is in 
complete agreement with the American Cotton Shippers Association's 
position in regard to this matter. Let me quote a second paragraph 
taken from the report of the ocean freight committee at the 34th an- 
nual convention in Memphis in April, ‘1958: 

On several occasions our association has endorsed the conference contract 
rate system and we recommend that we reiterate our belief that the system is 
of great value to the cotton industry as a whole. It is our responsibility to 
see that U.S.A. cotton can be exported at an ocean freight rate that is reason- 
able in comparison to rates paid by the competitive growths and to rates paid by 
other commodities. At the same time, the agreed rates must be equitable to 
the ocean carriers. 

It has been a privilege to have the opportunity to appear before 
your committee and offer our views for your consideration. 

The Cuatrman. Thank you, Mr. Beam. 

Did you hear the testimony with respect to the subject of cotton 
here before the committee during this session ? 

Mr. Bram. No, sir. This is my first appearance, Mr. Chairman. 

The Cuarrman. Your statement goes along and agrees with just 
what has been said. 

Are there any questions ? 

Mr. Garmarz. I have one question. 

Are you a member of this association? You quote it several times 
but do not say that you are a member. , 

Mr. Bram. We are members of the association, yes, sir. 

The CHarrman. Are there any further questions? 

Thank you very much. 

Mr. William L. Fayle, Burlington Industries, Inc. 


STATEMENT OF WILLIAM L. FAYLE, DIRECTOR OF TRANSPORTA- 
TION, BURLINGTON INDUSTRIES, INC., BURLINGTON, N.C. 


Mr. Fayue. Mr. Chairman, I do not have a prepared statement, I 
am sorry to say. I wish I had been thoughtful enough to prepare 
one. 

The Cuarrman. It is the custom of the committee to send out a 
notice asking that a copy of the statement be available for each mem- 
ber of the committee. Nevertheless, I will waive that requirement. 

Mr. Fayze. If it would be helpful, I would be pleased to write a 
summary statement and submit it to you following these remarks be- 

cause they will be brief. 

The Cuatrman. All right, sir. 

Mr. Fayte. I am Bill F ‘ayle, the director of transportation for 
Burlington Industries, Inc. Our headquarters are Greensboro, N.C. 
Tam actually located at Burlington, N.C. 
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Our export and import program is somewhat of a paradox. On 
our import we bring in tremendous quantities of raw materials such 
as Australian grease wool, New Zealand grease wool for our various 
wool-manufacturing, fabric-manufacturing operations where we buy 
in substantial quantities where we could bargain with nonconference 
operators, for example. However, on our export side of the page, 
we have about 60 sales agents operating in about 75 foreign countries, 
some of them working exclusively for our company, others represent- 
ing other vendors in that country. You might say they are working 
part time for us in representing us and selling our goods. : 

Our principal markets are the Far East and South America. 
Probably those two areas account between them for 60 percent of our 
export business. However, we do quite a little business in the Philip- 
pines, Sweden, Holland, and Greece. That is a general definition 
of the markets we are trying to serve and reach. 

Our export shipments average about 40 to 50 cubic feet per ship- 
ment, which is about 1 measurement ton and certainly not attractive 
to bargain with from the standpoint of rates with a steamship oper- 
ator. Iam sure that 1 measurement ton would not cause him to make 
any sort of rate concessions. It has probably more nuisance value. 

Our average value per shipment is about $2,000 to $3,000 per ship- 
ment. Here we have the picture of a tremendous number of small 
shipments going to a great many destinations. I am only giving you 
this as a matter of background. 

We favor the continuance of the conference method of determining 
and publishing ocean freight rates. We feel that the conference 
method fosters a greater measure of rate stability necessary in long- 
range planning and tends to reduce discrimination among shippers 
and ports. 

We feel that it provides more dependable sailing schedules with 
better assurance of improved service. 

We sell on just about all sorts of terms, f.o.b. mill, f.a.s. named 
USS. port, c.if. delivered foreign port, depending upon the conditions 
of the market in that country. 

We sell on open account. We sell against letter of credit with docu- 
ments, and sometimes on a pure draft basis, so that we have no 
standard pattern in quoting prices of our goods in foreign countries. 

It is because of that reason that our commitments are long range and 
we feel the rate protection plus the sailing schedules afforded c the 
conference-rate method serves our purpose well and we favor their 
continuance. 

As only one small complaint from a traffic man, I would like to see 
the conferences make their tariffs available more readily to people 
using those tariffs. I am not always able to get the tariffs and I have 
heard that comment just previously and I would like to say that I be- 
lieve the conferences would do a great service for shippers like us 
and others in making tariffs a little more readily available. 

That is all I have, sir. 

The Cuatrman. You are a contract signer ? 

Mr. Fayue. Yes, sir. We are not members of all conferences but 
I would say we are members of a great many conferences and have 
signed contracts with those conferences. 
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The Cuamman. Have you had any difficulty with the conferences 
with respect to directives you may have received for shipping on 
certain lines ? 

Mr. Fayre. No, sir. 

The Cuarrman. Mr. Tollefson. 

Mr. Totterson. I have no questions. 

The Cuarman. Mr. Garmatz. 

Mr. Garmatz. You mentioned about the tariffs. Is it possible to 
obtain them from the Federal Maritime Board ? 

Mr. Faye. Sir, we probably could have. I would say we more or 
less attempted to work with the individual line concerned and some- 
times have received photostatic copies of pages and so on. We have 
not pressed it that far in trying to get the traiffs. Usually the rates 
were quoted and we were able to get the information we needed. 

Mr. Garmatz. If I remember correctly, some of the managers who 
spoke for the conferences, I think, had some sort of plan to work 
out something on the tariffs and see that people get them. 

Mr. Faye. That, we think, would be highly desirable. It makes 
the rates a little more public information. 

The Cuamman. Have you applied to the manager of any confer- 
ence requesting a copy of their tariffs at a reasone ble cost ? 

Mr, Faye. Yes, sir; and I have received some and in some cases 
have not received them. i 

The CuHamman. What did they say in the case in which you did 
not receive them ? 

Mr. Fayze. As I recall, sir, I do not think I received any reply to 
the request. 

The Crarrman. That is interesting to this committee because the 
committee has been led to believe that the conference chairmen were 
very courteous to their contract signers. 

Mr. Faye. They are. I hope I have not implied that they are not, 
but the tariff was not available. 

The Cuarrman. You do not remember from which chairman you 
got no answer? 

Mr. Fayte. No, sir. 

The Cuarrman. Mr. Tollefson. 

Mr. Totterson. I have no questions. 

The Cuarrman. Mr. Glenn. 

Mr. Grenn. You have told us what materials you import. What 
materials do you export ? 

Mr. Fayte. We export textile products which would be mainly 
apparel fabrics, apparel type fabrics, men’s wear is one of our big 
exports going to most of the ports of the world. 

Mr. Guenn. That is all, Mr. Chairman. 

The CHatrrman. Your company is considered the largest textile 
manufacturer in the United States, is it not ? 

Mr. Fayte. Yes, sir. I think we must have some Texas in us. I 
believe we now say “the largest in the world.” 

The Cuarrman. We lost our Texas member. 

Mr. Downing? 

Mr. Downtna. Mr. Fayle, are freight rates an important aspect as 
to whether you sell your commodity at a profit or not? 

Mr. Fayte. Mr. Downing, the rate is important. However, sailing 
schedules, in my opinion, service, would be the more important. We 
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have found that the conferences normally when approached—and 
there is a great disparity between, say a nonconference offering of a 
rate and a conference rate—have, in our case, many times adjusted 
rates downward to become more competitive, and we have been fairly 
well satisfied, I would say, with the rate level. We have no com- 
plaints on the rate level. 

Mr. Downine. Thank you, sir. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. I was just going to say that since you say you are 
the largest in the world, that is in the State of North Carolina, is 
it, Burlington Industries ? 

Mr. Fayte. Yes, sir. 

The Cuarrman. Thank you very much for appearing before the 
committee. 

Mr. Faytz. Thank you, sir. 

The Cyarrman. Our next witness is Mr. J. V. Clark, Cheshire, 
Sullivan & Canaday, Inc., Charleston, S.C. 


STATEMENT OF J. V. CLARK, CHESHIRE, SULLIVAN & CANADAY, 
INC., CHARLESTON, §.C., DIRECTOR, AMERICAN COTTON SHIPPERS 
ASSOCIATION 


Mr. Cuark. My name is J. V. Clark, with Cheshire, Sullivan & 
Canaday, Inc., cotton merchants, Charleston, S.C. I appear on behalf 
of the American Cotton Shippers Association. I am a director of the 
association. 

Mr. S. M. McAshan, Jr., vice president of our association, has prev- 
iously testified before the committee, and very ably presented our 
views on steamship conferences. So I will endeavor not to take up 
the committee’s valuable time by duplicating the testimony of Mr. 
McAshan and others. 

I believe Mr. Turman entered all of our reports and I will not bur- 
den the record with them further. 

There are, however, one or two points I will try to make. 

(1) With the policy of the U.S. Department of Agriculture, con- 
cerning cotton, being subject to change at any time, as an example: 
The Department in announcing the export subsidy on cotton for the 
1959-60 crop at 8 cents per pound, effective August 1, 1959, stated 
that the subsidy would be subject to change at any time the Depart- 
ment thought necessary to meet prices of foreign growths. This 
means that the foreign spinner can buy American cotton at approxi- 
mately $7.50 per bale reduction after August 1, 1959. This and the 
fact that the 8-cent subsidy may be raised at any time, thereby further 
cheapening the American cotton exports, has had the effect of caus- 
ing the foreign buyer to make his cotton purchases on a “hand to 
mouth” basis, that is, to buy only his anticipated need for a short 
period of time, say a month in advance. 

If we did not have stable ocean freight rates and regular scheduled 
sailings, it would be extremely difficult for any shipper, large or small, 
to make export sales of cotton in these small lots, 100 to 300 bales. 

I make that point, Mr. Chairman and gentlemen of the committee. 
for the simple reason that a lot has been said in some of the testi- 
mony about the advantage a large shipper has over the small one. 
It is true that if Anderson-Clayton, one of the large shippers, wanted 
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to consign some cotton to one of our foreign markets and gamble 
that they could charter a ship and consign a large shipment, but as far 
as actual sales are concerned, I believe they are in the same boat that. 
we little shippers are in. 

(2) These stable rates and regular scheduled sailings are also in- 

valuable to the American cotton merchant in making export sales of 
cotton. Our agent in any foreign country may cable us asking for a 
quotation, 100 or 200 bales of a given description of cotton for ship- 
ment first half of May 1959, w ith the offer good for 3 or 4 days. We 
call our conference steamship agent, and ask him for an option on 
freight for the 100 or 200 bales ‘of cotton, first half of May sailing, 
good for a week. He gives us the option, We cable our agent giv- 
ing him a price quotation. He has 3 or 4 days to work the offer. If 
he makes the sale, on receipt of his cable confirming the sale, we call 
our steamship agent and exercise our option, booking our "freight. 
If we fail to make the sale, we cancel our freight option. So, know- 
ing what our rates are, and with regular s sailings, we can give our 
agents ample time to work our offers on any inquiry for cotton they 
get from our foreign customers. 

Thank you, Mr. Chairman and gentlemen of the committee, for 
allowing me to appear before you. 

The Cuatrman. You consider yourself a small exporter? 

Mr. Ciark. Yes, sir. 

The CHamman. And you testify that the small exporters in your 
industry are serviced just as efficiently and as economically as large 
exporters ? 

Mr. Crark. If I can give you an example, sir, and I did not know 
this when I wrote this statement up, we made the magnificent sale of 
25 bales of cotton to Liverpool last Saturday, and it will be picked 
up in Charleston on about the 12th of May. 

The Cuarrman. Have you any questions, Mr. Glenn? 

Mr. Guenn. I have no questions. 

The Cuarrman. Mr, Garmatz? 

Mr. Garmarz. I am impressed to see this 8 cents per pound subsidy. 

The Cuarrman. Mr. Garmatz, that is a matter that this commit- | 
tee has no jurisdiction over or interest in. That is beyond our pre- 
rogative. ‘That and many things that the State Department is carry- 
ing on. 

Mr. Garmartz. It is the statement here that the foreign buyer has} 
a $7.50-a-bale reduction. 


The CuarrMan. Yes, sir. 
Mr. Crark. I merely brought that out, Mr. Garmatz, to show why 


the foreign merchant would not buy his ‘anticipated need very far in 
advance. 

The Cuarrman. Mr. Downing. 

Mr. Downrne. I have no questions. 

The Cuarrman. Counsel has a question. 

Mr. Drewry. Mr. Clark, you ship out of Charleston; is that right? 

Mr. Ciark. Yes: and sometimes from the gulf ports. 

Mr. Drewry. I believe the freight rate is the same, is it not, from 
the gulf or Charleston ? 

Mr. Crark. That is right. 

Mr. Drewry. Is there much shipment of cotton out of South At- 
lantic ports now ? 
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Mr. CriarKk. We have had a rather heavy movement since the Com- 
modity Credit Corporation has been making its sales for export of 
cotton. There again, as the honorable chairman pointed out, we 
have a beef in that direction, but I do not believe this committee is 
the place for us to make that, beef, nor the conference. 

Mr. Drewry. That is all, Mr. Chairman. 

The Cuarrman. Thank y ou very much. 

The next witness is Mr. E. G. Deane, traffic manager, the Railway 
Supply & Manufacturing Co., Charlotte, N.C. 


STATEMENT OF E. GORDON DEANE, TRAFFIC MANAGER, THE RAIL- 
WAY SUPPLY & MANUFACTURING CO., CINCINNATI, OHIO, AND 
CHARLOTTE, N.C. 


Mr. Deane. Mr. Chairman, I would like to thank the committee 
for its prompt manner in notifying me yesterday afternoon about 
the change in your schedule making it possible for me to be here. 

The CuHarrman. The committee ran into a situation beyond its 
control and found that we would have to close these hearings this 
afternoon or this evening. 

We certainly appreciate j your cooperation. 

You may proceed, sir. 

Mr. Deane. My name is Gordon Deane. I am traffic manager of 
the Railway Supply & Manufacturing Co. 

I have been directly involved with | shipping and booking our for- 
eign shipments, 

‘We are dealers in textile waste material—commonly referred to as 
cotton-mill waste, not manufactured (cotton factory sweepings). 
Cotton linters—not bleached. 

I am honored in having received an invitation to participate in this 
hearing. Otherwise, I probably would not be here in spite of the 
interest which I have in the subject at hand. 

My company is a small one compared to the larger industries which 
specialize in the export field; however, foreign markets are an inte- 
gral part of our existence. We are endeavoring to forge ahead in a 
highly competitive worldwide market—not only with suppliers from 
the United States, but also foreign suppliers to the same market to 
which we ship. Transportation, regul: aed practices, and rates are 
a very important part of our success. I do not propose to probe 
into the status in connection with the Shipping Act of 1916 and gen- 
eral maritime regulations, et cetera. 

However, at this point, Mr. Chairman, I will say that I was a little 
reluctant to bring out this incident but I think you are here to know 
the facts as they | exist, so I have been checking into a current situa- 
tion with which we are faced, and it is still current as of now. 

I have a current example of what I consider evils, unilateral, nar- 
rowminded, and coercive procedure on the part of a conference. Such 
procedure, as I am going to show, is far from being complimentary y to 
conference procedure with respect to understanding shipper’s prob- 
lems and conferences-shipper relationship. It exemplifies independ- 
ent interpretation by one conference to their own benefit rather than 
collective or unformity of conference practices which contributes to 
shipper’s confusion and criticism of conference practices. The case at 
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hand deals with a shipment of 100 tons of cotton linters moving under 
the Pacific Coast European Conference. 

In May 1958, we were endeavoring to negotiate a sale on a c. & f. 
basis. After exchanges of correspondence and working through the 
New York agents of a steamship line—and I would like to mention it 
was the Pacific European Conference at that time—and from the 
Pacific Coast European Conference, we received a rate quotation 
which was confirmed, based on which we made our sale. 

We promptly advised our forwarding agent on the west coast to 
check the sailing dates of conference steamers in order that we might 
tender the shipment in proper time. At the same time, we requested 
our customer to confirm our sale, which was to be accompanied by all 
details necessary to make shipments, issue ocean bill of lading, et 
cetera. We received confirmation of purchase by our customer, who 
inserted on the contract a notation which instructed us to ship ‘them 
on an f.a.s. basis San Francisco ocean freight collect—not to exceed 
a specific rate. However, he failed to give us shipping instructions. 

Instead of the customer forwar ding us instructions, they requested 
us to contact their forwarding agent in New York and to release the 
shipment based on instructions which their New York forwarder 
would give us. The customer’s forwarding agent in New York ad- 
vised us that he had booked this parcel and instructed us to deliver 
the goods to a steamer at a pier which he had selected; also, to bill 
our customer f.a.s. San Francisco, which, of course, we did. You can 
readily see that this procedure eliminated our having to do anything 
whatsoever with booking of the shipment, taking out the bill of lad- 
ing, or ordering the goods to be loaded on the steamer. Therefore, 
our liability ceased under the f.a.s. terms when we received the dock 
receipts for the delivery of the goods at the requested pier. 

Of course, at this point we notified our forwarding agent that the 
matter had been taken out of our hands. 

On July 29, the Pacific Coast Conference, having learned about the 
shipment, wired us requesting full and complete information regard- 
ing the shipment and an explanation as to why the parcel went for- 
ward on a nonconference steamer. 

We sent the conference full information, explaining the request of 
our customer to release the shipment in custody of his forwarding 
agent in New York, which we did. We explained to the conference 
that we were not given the destination for the shipment, the consignee, 
the notify party, nor any other information. 

We suggested to the conference that, for further information they 
handle direct with the customer’s booking agent in New York or with 
our customer. We felt that we had complied with the customer’s re- 
quest and had nothing further to do with the shipment. 

On October 24 the Pacific Coast Conference informed us that they 
had established that the sale was f.a.s. and that we had tendered the 
shipment at port of exit on instructions from the customer’s forward- 
ing agent. 

I now quote a portion of the Pacific Coast Conference’s letter to 
us, dated October 24, as follows: 

The foregoing circumstances are considered to constitute a violation of your 
shippers rate agreement under which you agreed to tender to the members of 


this conference all of your export shipments by water from U.S. Pacific coast 
ports to ports of destination within the scope of this conference. 
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This letter, therefore, constitutes notice of liquidated damages due and payable 
under article 2 of your shippers rate agreement in the amount of $4,180. Fail- 
ure to pay said liquidated damages within 30 days after receipt of this notice 
will result in the termination of your right to the conference’s contract rates. 

You can well imagine how upset we became upon receipt of this 
letter. If I have the information correct, the FMB dockets 764 and 
773, decided June 8, 1956, found the Pacific Coast C onference contract, 
including all sales with such terms as f.o.b., f.a.s., c.i.f., and c. & f., all 
to be under a new agreement and in violation of section 15 of the 
Shipping Act of 1916. Then the FMB issued a cease-and-desist order 
to the conference, which, I believe, was stayed by a court decision in 
California. 

On November 14, we wrote the conference a very lengthy and ex- 
planatory letter relating to our f.a.s. sale, pointing out that we had no 
part in the forws wrding, loading, booking, nor making out the bill of 
lading on this shipment. In view of the many exchanges of corre- 
spondence, the conference delayed canceling our conference contract, 
pending further study, et cetera. 

On December 23, the Pacific Coast Conference indicated to us that 
there had been similar cases in the past and settlement had been 
reached on the basis of 10 percent of the liquidated damages. The 
conference further stated that, if we would like to offer to settle along 
the same basis, they felt same would be considered favorably by the 
conference. Of course, we did not accept, as we still feel that we are 
completely within our "right and should not pay any penalty what- 
soever. 

I now wish to quote from a wire from the conference as of April 1, 
reading as follows: 

Reference previous correspondence concerning shipment linters via noncon- 
ference vessel Koten Maru. Unable agree your letter February 26, 1959, in 
particular that your customer denied you right of choosing carrier. Your 
prior contractual commitment for exclusive patronage of conference lines 
required you to deny your customer the right of choosing nonconference carrier 
for shipment your goods. Under rate agreement which designed secure exclusive 
patronage, contract rates cannot be granted where shipments made noncon- 
ference. Accordingly, compelled renew request payment liquidated damages of 
$4,180 heretofore demanded, same now payable on or before May 2, 1959, failing 
which noncontract rates will become applicable. 

Of course, we have acknowledged this wire advising that we could 
not accept same. I have submitted this incident in detail in order that 
you can give full study and consideration to it. What reaction would 
you have to a conference which was t taking this position ? 

It is even more astounding in view of the many years during which 
we have shipped from the west coast and complied very readily to 
the conference regulations. To the best. of my knowledge, this is the 
first time we have ever had any difficulty. Do you wonder, with inci- 
dents of this kind happening, that a shipper would complain of a 
one-sided attitude on the part of the conference and lack of “Con- 
ference-shipper relationship” ? 

This example is not submitted as being examplary of all confer- 
ences, because there are good conferences and bad ones. 

At this point I would like to compliment the splendid cooperation, 
conference-shipper understanding, and the readiness of conferences 
to sit down, talk over, and entertain shippers’ problems, I am refer- 
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ring to the Gulf Conference, which I think is an excellent example 
of shipper- conference relationship and steamship relationship. They 
have constantly urged shippers to sit down and talk over their prob- 
lems and differences and we have been well treated by this conference 
whenever we had a problem to present. ‘The same ‘thing holds true 
for the Far East Conference, which also seems anxious to assist ship- 
pers and contribute toward their progress in world markets rather 
than restraining them. We have also had similar treatment from the 
U.S./South African Conference. 

I cite these examples because of the pleasant relationship which 
we have enjoyed with them. We have also shipped through the South 
Atlantic. Here I do not feel they have been as lenient nor have they 
been cognizant of the importance of our shipments and our ~sts. 
Yes; there is room for improvement here. They have had delayed 
steamers, necessitating letters of credit, extensions, et cetera. 

It seems to me that there is a need for better interconference rela- 
tionships and more uniformity among conferences in their thinking 
and proceedings. Also a better public relationship between the confer- 
ences and shippers to promote better understanding of each other’s 
problems is needed. It is very difficult to be shipping under several 
different conferences and to have each one with his own little interpre- 
tation as to what he will or will not do. Most certainly, any shipper 
in his right mind would not sign any conference committing himself 
to ship his customer goods in a manner or on a steamer contrary to 
his customer’s wishes, especially when the material has been sold on 
an f.o.b. or f.a.s. basis and all shipping arrangements, freight, costs, 
et cetera, become the liability of the customer. The shipper would 
soon be out of business. 

It seems reasonable that there should be some regulations in steam- 
ship conferences. We have this in several other modes of transporta- 
tion. 

I am not sure that the dual rate, under the conference, is the best 
thing, for, as a shipper, I can see both its advantages and 
disadvantages. 

It does not seem quite right for a shipper to be forced, due to com- 
petition, customers’ ’ demands, or other facts which enter into negotiat- 
ing a sale, and then we should be penalized as it becomes necessary 
to “ship by lines other than conferences, in the case of f.a.s. sales, 
for example. 

It also seems unfair that, if a conference contract signer should 
make a shipment for export from Jacksonville, Fla., on a noncon- 
ference steamer, the shi ied be penalized on a high rate if he made 
a shipment at a later e from Charleston, S.C., on a conference 
vessel, inasmuch as both sete: geographically located, are in the 
South Atlantic Conference. 

In other words, under this procedure, there might be a tendency to 
refrain from signing the conference or endeavoring to tender your 
goods to a line ‘at Charleston. It might lead to diverting shipments 
from Charleston to Jacksonville to engage space on a nonconference 
steamer. Is it proper to create port competition under this system ? 

Gentlemen, I made a few notes coming up on the plane. They 
have not been recorded. If you like, I would add them to the record, 
sir. 
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First, I would like to say that we have for years endorsed, signed 
contracts, and worked with the conferences. They have given us very 
valuable service. The stability of rates goes for the stability of for- 
eign commerce. 

think there is a definite need for our conferences, whether it be 
under the present existing code or regulation I am not too sure. 

I believe that a complete revision, with the facts you will get in this 
committee, might necessitate bringing them up to date, as the ex- 
pression goes. 

I believe there should be a greater uniformity of conference con- 
tracts as well as the interpretation of same. There is no reason why 
one conference will say, “If you sell f.o.b. we are going to charge you 
a different rate than if you sell c.i.f., and so forth, if you are involved 
in nonconference steamers.” 

I cannot pinpoint this, but the thought is here. In talking to some 
of the outside sources, it has been mentioned that, instead of making 
the provisions all the way through this to help the steamship people 
and the conferences and have in these contracts specific penalties for 
not conforming to them, there should be some release on the contract 
for the benefit of the shipper where he may be involved in some un- 
foreseen incident that may come up in negotiating some type of sale. 

I wish I could give you a specific example, but it does not occur to 
me at the moment. 

I do not know whether the question has been asked or not because 
I do not know enough about the steamships’ intricate operations, but 
I ask whether or not there might be some substitute or added ad- 
vantage under the contract system, if that might be tied in with dual 
rates. I mean, instead of having two scales of rates, you might say, 
“If you are a conference signer certain privileges will be available to 
you,” and then, “If you are not a conference signer you do not enjoy 
these privileges,” rather than having two different scales of rates. 

I mention that because, basically, my background has been traffic 
and transportation and it is not the general thinking that two levels 
of rates should be charged for the transportation of the same com- 
modity under the same conditions. 

I appreciate that you have a different situation with steamship 
shipments versus rail and truck, but I inject that more or less as a 
matter of study because I do not have the answer. It is just a ques- 
tion that comes to mind and maybe someone else in these hearings 
might find an answer to it. 

I might also mention at this point that probably with your hearing 
in New Orleans you will be hearing from other members, perhaps, 
of the Textile Waste Association, of which we are a member, but 
they were unable to get here for this hearing today. I understand 
they will try to be with you in New Orleans. 

In closing, gentlemen, I certainly hope that the outcome of this 
hearing will produce a more uniform method of contracts, interpreta- 
tion of same, the customer-conference relationship, understanding 
each other’s problems, and a recommendation which will promote 
world commerce to the benefit of all parties participating in same. 

Thank you for listening tome. That is all I have to say. 

The CHatrman. I am very sorry to hear of the experience you had 
with the conference. 
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Mr. Deanen. Well, I was a little bit sorry myself, but I felt that 
you were entitled to hear the facts. 

The Carman. I can understand that it was a situation over 
which you had no control. 

Mr. Drang. I think so. 

Mr. Totrerson. This was the only time you had any difficulty of 
this type with the conference ? 

Mr. Deane. Let me put it this way. Once previously, several years 
ago, we had an incident whereby we were informed we were going to 
be eliminated from the conference because of a similar incident, but 
there was no approach to us nor any threat of any kind with regard 
to any damage which may have existed to that shipment. 

The situation has more or less died a natural death, I think. We 
have dismissed it from our minds as such. 

Mr. Totterson. Have you had f.a.s. shipments ? 

Mr. Deane. They have become more prevalent within the last 2 or 
3 years in that it seems that the foreign buyer is becoming more con- 
scious of nonconference operators and they are able to do some book- 
ing on the other side. We used to sell, I would say, practically every- 
thing we sold c.i.f., but these conditions have come about and some 
of our customers have told us that they could negotiate for rates better 
than we can, and they have insisted. On this one incident I told you 
we were selling on ac. & f. basis and they revised it to f.a.s. 

Mr. Torierson. You have had other such sales but have had no 
problems ? 

Mr. Deane. That is right. 

Mr. Totiterson. Was there anything unusual about this particular 
sale which would put it in a different category than the others? 

Mr. Deane. Well, to the best of my knowledge, I think it is the 
outgrowth of the Pacific Coast Conference taking a very definite 
stand that anything that a conference signer ships belongs to the con- 
ference lines. I cannot agree with that. opinion. In the first. place, 
we cannot control it. In the second place, we want to stay in busi- 
ness. In the third place, I do not think it is the prerogative of any 
outside firm to tell us how we can treat our customers. We have to 
have the customer or we do not have a business. 

Mr. Tottxrson. That is all, Mr. Chairman. 

The Cuairman. Mr. Garmatz. 

Mr. Garmatz. Mr. Deane, you — that the Pacific Coast Confer- 
ence had requested a payment of $4,180 and then, on December 23, they 
came back and said they would settle for 10 percent of the daitiages. 

Mr. Deane. No; they did not say it that way. They did not commit 
themselves that they would settle on 10 percent. They intimated that 
there had been similar incidents previously and the settlement had 
been made on the basis of 10 percent and, if we were so inclined to 
make an offer on that basis, they felt that the conference would con- 
sider it favorably. 

Mr. Garmatz. Well, they apparently said they would accept it. 
Then you said “No” and they came back on April 1 and again re- 
quested payment for the full $4,180 and again you declined. It has 
been 4 weeks since you probably acknowledged the wire. Have you 
heard from them since? That was April 1. This is April 29. 

Mr. Deanr. No; we have not. The file was originally in Cincinnati. 
They sent the file to me in Charlotte. The office sent me the file and I 
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held the file specifically for this hearing. We have not answered that 
last wire. 

Mr. Garmatz. Did you send the wire immediately after April 1, 
refusing this request? In other words, you received it on April 1. 
How soon did you wire back that you would not accept? 

Mr. Deane. I would say that was answered soon. 

Mr. Garmatz. It has been 28 days and you have not heard ? 

Mr. Deane. We wrote them when we got the wire. 

Mr. Garmatz. And you have not heard from them? 

Mr. Deane. No, sir. 

Mr. Garmatz. That is all. 

The Cuatrrman. Thank you very much. 

Is Mr. Ryon here? 

Go ahead, Mr. Ryon. 


STATEMENT OF THOMAS S. RYON, SECRETARY, A. C. MONK & C0., 
INC., FARMVILLE, N.C. 


Mr. Ryon. Mr. Chairman and members of the committee, my name 
is Thomas 8S. Ryon, secretary of A. C. Monk & Co., Inc., 401 Horne 
Avenue, Farmville, N.C., and I reside on May Boulevard, Farmville, 
N.C. 

A. C. Monk & Co., Inc., is a leaf tobacco dealer, incorporated under 
the laws of the State of North Carolina in 1920. Approximately 80 
percent of the total volume of sales made by A. C. Monk & Co. is ex- 
ported from the United States to various countries throughout the 
world. 

Since World War II, the largest part of A. C. Monk & Co.’s sales 
have been made f.o.b. seaboard. Only a small percentage is made 
c.i.f. or c. & f. The main reason for this change is that the purchasers 
like to make their own arrangements with the steamship companies as 
to the currency and method of payment and, thereby, conserve their 
U.S. dollars. 

Sitting in the middle, as A. C. Monk & Co. is—A. C. Monk & Co. 
very sternly feels that there should be no law putting them in the 
position whereby they would be forced to sign any type of contract 
for shipping tobacco under directions of the purchaser who is paying 
for this shipment direct. On f.o.b. shipments, the title of this tobacco 
transfers immediately upon delivery to the boat and, consequently, all 
transactions from then on are paid for by the purchaser. 

A. C. Monk & Co. feels that there is a place in worldwide trade for 
steamship conferences. They have been of great benefit to all con- 
cerned. It does, however, feel that a two-price system puts all ex- 
porters in a very bad competitive position on the world market. In 
making quotations on our tobacco, we price exactly as requested by 
the prospective purchaser; that is, f.o.b. seaboard, c.i.f., or c. & f. 
In many cases the purchasers are not interested in how the tobacco 
arrives but at the price delivered and under these conditions it is 
strictly up to us as to how we quote them; others have very definite 
preferences as to whether they go on certain lines, certain boats, and 
so forth. 

The fact that the steamship conference lines are legally permitted 
to establish rates and do many times by agreement is itself a great 
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advantage to them, but to further permit them to limit or prevent 
independent competition is to take from the shipper in foreign trade 
his best protection against arbitrary treatment or unreasonable rates 
and his natural right: to exercise choice as to those from whom he will 
purchase goods or services. 

Further, to permit the use of such a device means that to the ex- 
tent it does limit or prevent competition is to create a certainty 
that rates would have to be higher. The foreign trade of the United 
States must meet intense and fluctuating competition from other sup- 
pliers of oversea markets and, accordingly, the above probable de- 
velopment would definitely work to the disadvantage of the American 
exporter. 

These matters are much too important to justify hasty action in 
legalizing to any extent a system of rates, involving two levels of 
rates, not depending on ordinary consideration but on whether a 
shipper must be tied up so as to prevent his obtaining the benefits of 
competition and forcing him to refuse to patronize independent 
carriers whose very presence in the trade would be of greatest im- 
portance to the interest of shippers. 

There has been a great deal said that if the dual-rate system were 
eliminated it would cause a chaotic condition in the shipping world. 
This is not true, and it would equalize itself over a very short period 
of time. Several years ago, all the tobacco shipments were under 
strict control of the Interstate Commerce Commission and the 
Supreme Court held in a Kentucky case that tobacco was still an 
agricultural commodity and exempt from ICC regulations. The 
truckers and railroads felt that unless something was done imme- 
diately to remedy this matter the whole rate structure would fall to 
pieces. It is a known fact that a little or any difficulty has been felt 
and shippers can still use the published ICC rates. ‘To the best’ of 
my knowledge there has been no unreasonable or excessive rate cut- 
ting by either the ICC carriers or the so-called gypsy carriers. The 
competition that existed prior to the Supreme Court regulations still 
exists and I do not think that there is anyone in the tobacco business 
who can state honestly that this Court decision has created any un- 
usual or extraordinary problems and that rate structure has been 
sound and one that those of us who are shippers could depend on 
over the years. 

To summarize, A. C. Monk & Co, feels that there is a place for the 
conference; however, it definitely believes that a two-price system is a 
tremndous penalty to world trade. It is very firmly against any 
legislation that would in any way affect A. C. Monk & Co. on an f.o.b. 
shipment whereby we, following the instructions of the purchaser, 
would tie him or us "to any type of conference or nonconference 
agreement. 

“In continuing conferences, we definitely believe that all contracts 
should be under the direct supervision of the Federal Maritime Board 
and subject to their final approval before allowed to exist. 

The CuarrmMan. Do you sign any contract agreements? 

Mr. Ryon. We have some. I do not know which ones we do have, 
Mr. Bonner. 

The Cuamman. You are signatories in some conferences ? 

Mr. Ryon. Yes, sir. 
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The Cuatrman. Is your complaint that you want to have the priv- 
ilege should a purchaser direct you to ship specifically one way and 
not to be in violation of your contract agreement ? 

Mr. Ryon. That is the biggest thing. We are basically shipping 
f.0.b. and we do not want to do anything to be in position whereby, if 
a purchaser tells us to put a shipment on X line, we will be violating 
any agreement whatsoever. 

The Cuatrman. Do you belong to the Tobacco Association of the 
United States? 

Mr. Ryon. Oh, yes, sir. 

The CHarmmMan. You disagree, then, with the statement they made 
here ? 

Mr. Ryon. Yes, sir. That was made not by the exporters’ associa- 
tion. That was made by the dealers, and that is a little different 
situation from those of us who are doing a big part of our business 
as exporters. This statement that you “have is from the Tobacco 
Association of the United States. Quite a few of their members are 
strictly in the processing business and not the Leaf Tobacco Exporters 
Association. 

The Cuarrman. He gave the names of such companies as Dibrell 
Bros., and so forth, who are members. 

Mr. Ryon. Yes; we are all members of both associations. 

The Cuarrman. They are the same as you are? 

Mr. Ryon. Oh, yes. Dibrell Bros.’ percentage and Universal’s per- 
centage of export shipment is smaller than ours. I feel sure their 
volume is larger, though. 

The Cramrman. I want to get clear on this, Mr. Ryon. Other than 
what we just disscussed—your being directed to ship by a certain line 
and having nothing to do with the shipper other than deliver it to, or 
the forwarder you are told to deliver it to—what other objections do 
you have? 

Mr. Ryon. Our other objection to it, Mr. Bonner, is that, if we 
are asked to quote on certain types of tobacco.c.i.f. or cost and freight 
comparatively, we have to quote it at the lowest possible way we can 
quote it, and, if one carrier has a rate of $2.50 to port A and the 
other a rate of $1.85, the man that quotes the $1.85 rate with the same 
priced tobacco is going to sell the tobacco, and you see we have to be 
in that. position that we can compete and, as you know, the heart of 

eastern Carolina is tobacco. 

The Cuarrman. Assurance of regular sailings has no place in that? 

Mr. Ryon. Not as much as it might with some of the other people 
because it has gotten to the point now that the tobacco business is 
doing an awful lot of banking for these foreign countries. We are 
having to keep this tobacco. In other w ords, they might buy it from 
us this fall and not take delivery until spring and they do not pay for 
it until spring, so that a 2- or 3-week variation does not mean what 
it used to mean. 

The Cuatrman. It is not compulsory at all that you sign any ship- 
ping agreement. You can ship by any line you choose to ship by? 

Mr. Ryon. That is correct. 

The Cuatrman. Mr. Tollefson. 

Mr. Totuerson. I have no questions. 

The Cuarrman. Mr. Glenn. 

Mr. Guienn. I have no questions. 
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The Cuarreman. Mr. Drewry. 

Mr. Drewry. I have no questions. 

The Cuarrman. Do you recommend that the Maritime Board have 
broader supervision of the agreement to ship that you sign? 

Mr. Ryon. Yes, sir. 

The Cuarrman. In what respect ? 

Mr. Ryon. I was talking to Mr. Monk about that before I left, Mr. 
Bonner. He has done quite a bit of talking about that and he feels 
that there should be a little bit better supervision on the thing as far 
as the rates we get. Letters come in three or four times a week with 
changes in rates. We have no advance notice when the rates are being 
changed. 

When we are quoting things of this sort, we ought to be given a 
week or 2 weeks or at least a month’s notice as to when a rate is going 
to be changed. We are quoting against a certain figure and, by the 
time the quotations get to Europe and maybe are accepted, the next 
thing you know you get a letter that the rates have gone up and we 
have to absorb that. Lots of times, on a small margin of profit, it 
can eat into your profit considerably. 

The CHarrman. We had testimony here this morning from Mr. 
Andrews, chairman of the Trans-Atlantic Associated Freight Con- 
ferences, and among the things in his statement he showed the reduc- 
tion in tobacco rates. In his statement he says the ocean freight was 
reduced about 48.4 percent by the members of this conference on 
tobacco and tobacco products in a 10-year period. 

Mr. Ryon. They have also gone up and down. In other words, it 
pyramids up and you get a notice that it is going up on a certain date, 
and the next thing you get a notice that maybe they have temporarily 
suspended that and you do not know where you stand occasionally. 

The Cuarrman. Do you feel that the effective date of an increase 
or decrease should be given in advance ? 

Mr. Ryon. Yes, sir; very definitely. In any other type of trans- 
portation, they say the rate is going to be effective as of a certain date 
and you have enough time to do something about it but, when you 
have to get something to the Far East in the way of a quotation with 
a week or so to get it out there and they mess around with it for a 
week or 10 days, if you have ample time you can quote them and cable 
them and tell them that the rates are going up or down due to freight 
conditions. 

The Cuatrman. Otherwise, if there were not this system of confer- 
ences and dual rates, would you know better what the freight rates 
would be? 

Mr. Ryon. Sir? 

The Cuatrman. If there were not this system of conferences and 
dual rates with tariffs published, would you be in a better position 
to know what the rates would be? 

Mr. Ryon. We definitely feel that there is a place for the confer- 
ence, just as I was saying about the Interstate Commerce Commission, 
when the Interstate Commerce Commission had complete control of 
shipments of tobacco. 

The Cuarrman. Within the continental limits of the United States? 

Mr. Ryon. That is right. Up until about 4 or 5 years ago when the 
Supreme Court decision came out in Kentucky in, I believe, Webb 
Transfer Lines. 
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The Cuarrman. That is a different subject. 

Mr. Ryon. It goes into it, though, because everybody thought the 
rate structure was going all to pieces and that we would not be able 
to know what tobacco rates would be out of Georgia and eastern Caro- 
lina, because somebody would be cutting right and left, and it has 
proved not to be the case. 

The Cuarrman. So that you feel you would be in a better position, 
then, with no conferences and dual-rate systems ? 

Mr. Ryon. I said there was a place for the conferences, but we do 
not feel that there ought to be a dual-rate system, that we ought to be 
penalized. If it is necessary for you to ship on a definite date and 
quote on X line, that is how you have todo it. 

The Cuarrman. Do you get a tariff schedule from a nonconference 
operator as to what their freight rates in the future will be? 

Mr. Ryon. We have occasionally received letters from them telling 
us that the rate will be X or such-and-such a figure, and there is going 
to beachange. We hear about it. 

The Cuatrman. How long would that rate hold ? 

Mr. Ryon. Well, we have never had any trouble with it to amount 
to anything, Mr. Bonner. In other words, if they know that we are 
quoting against it, they fulfill their part of the bargain, if it was a 
6- or 9-month shipment, from the time we sell it to the shipment. 

The CHarrman. What trouble have you had with the conference 
dual-rate system ? 

Mr. Ryon. Well, basically, we have had very little trouble with 
them because, as I say, the biggest part of our tobacco has been 
shipped f.o.b. since W orld War II. 

Prior to that it was the complete reversal, but now our foreign cus- 
tomers are paying for it with their currency and making arrange- 
ments on the other side. In other words, they are doing the biggest 
part of the arranging. 

The Cuarrman. In any conference with which you are a contract 
signer, have you received any notice of penalty that may have been 
assessed against you 4 

Mr. Ryon. No, sir. 

The Cuarrman. Are there any questions ? 

Mr. Totierson. I have one question, Mr. Chairman. 

How often have you been notified of an increase in rate and how 
often have you been hurt thereby ? 

Mr. Ryon. Our biggest problem has been in the Far East in rates 
over there. In other words, we will get something going to Bangkok 
or something going to some of those countries in that vicinity, and we 
will have quoted them, dealing with monopolies over there and gov- 
ernments, and when they get ood and ready they give you an order 
and, by the time they get out the letter of credit, you get a letter say- 
ing the rate is going to be such and such. 

We had a shipment here the other day that we got hurt on; not too 
badly, but we still got hurt. We have to absorb it because we had 
agreed on a c.i.f. price and, from the time we quoted them, the rate had 
gone u 

Mr. en Has this happened very often or was that an iso- 
lated incident ? 
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Mr. Ryon. It has happened two or three times. In other words, as 
I stated before, the biggest volume of our business is f.0.b., so that we 
are not into it like the man who is paying for it on the other end. 

Mr. Totierson. You have been hurt two or three times. I gather 
from the testimony of previous witnesses that there have been times 
when the rates were reduced. 

Did you gain by that ? 

Mr. ‘Ryon. No, sir. We have never hit one of those times. We 
checked on that before I left. 

Mr. Touierson. That is all, Mr. Chairman. 

Mr. Guenn. May I ask one question, Mr. Chairman? 

The CHarrMan. Yes. 

Mr. Gienn. Did I understand you to say previously that you had 
had a change of rates two or three times a week ? 

Mr. Ryon. We have had little slips come in two or three times 
in 1 week. They would not all be for tobacco. They would be v various 
things from the conferences that such-and-such an item was going 
up in the Far East Conference. 

Mr. Guenn. You are only interested in tobacco, are you not? 

Mr. Ryon. No, sir. We ship allied products that have something 
to do with the tobacco industry; in other words, insecticides, tobacco 
machinery, occasionally cigarette paper, occasionally aluminum foil, 
sometimes cardboard for containers. 

Mr. Gienn. How often would you say you have had a change of 
rates in tobacco in 1 year ? 

Mr. Ryon. I could not tell you, sir. 

Mr. Gienn. That is all. 

The Cuairman. Does counsel have questions ? 

Mr. Cowen. I have one question, sir. 

Do you think, Mr. Ryon, that, if the conferences to increase a rate 
should have to notify the shipper, say, a specific length of time ahead 
of that increase in rate going into effect, that would benefit all the 
shippers ? 

Mr. Ryon. Yes, sir; very definitely. To get back to Interstate 
Commerce, if the Interstate Commerce proposes a rate increase every- 
body that has anything to do with them is notified and we are allow ed 
to go before a hearing ; and contest it, and there ought to be something 
similar to that in his deal ; in other w ords, if the Maritime Commission 
or someone could regulate it. 

Mr. Cowen. You feel that the Maritime Board, then, should be 
granted further powers or should exercise the present powers they 
have more than they do now? 

Mr. Ryon. Correct, sir. 

The CuatrMAn. Do not the conferences assure you a certain rate 
up to a certain time? 

Mr. Ryon. Up to a certain point; yes, sir. 

The Cuatrman. Would you say a month or 60 days in advance? 

Mr. Ryon. Not always. In other words, as far as we know, the 
rate is X dollars until such time as we are notified to the contrary. 
It might stay that way for 60 days or 3 years. 

The CuarrMan. I want to get this clear in my mind. 

Mr. DenneAn (James A. Dennean, chairman, Far East Confer- 
ence). Mr. Chairman, speaking of the Far East Conference, and the 
witness has mentioned that conference, we give 90 days’ notice of any 
rate increase. 
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The Cuarrman. You give notice 90 days in advance of the change 
in rate? 

Mr. DenNEAN. Yes, sir, and we have not increased the rate since 
1957. 

Mr. Ryon. On what ? 

Mr. Dennean. On everything. 

Mr Cocke. That is also applicable, Mr. Chairman, to the gulf. 

The Cuamrman. Do you notify the Federal Maritime Board or 
the contract shippers ? 

Mr. Dennean. We notify the shippers. 

The Cuatrman. You notify the contract shippers 90 days in ad- 
vance ¢ 

Mr. Dennen. Yes, sir, and the Maritime Board. 

Mr. Cocke. That is applicable in the gulf, too, in all of our con- 
ferences. 

Mr. Anprews. Transatlantic is the same thing. 

Mr. Fotry. The same is true for South Americ: 

Mr. Garmatz. What conferences are you in? 

Mr. Ryon. I do not know, sir. 

The Cuarrman. I do not want any mirth. This is a serious matter. 

Mr. Ryon. Just a minute. In other words, I can get you that in- 
formation, but you called me. 

The CuairMan. Your statement startled me. 

Mr. Ryon. You called me and asked me to be here this afternoon 
when I was planning to be here tomorrow. 

The Cuarrman. I know it places you at a disadvantage and I want 
you properly protected and properly respected. 

r. Ryon. I would be only too glad to furnish you the information 
when I get back because I was in the process of preparing it. As far 
as the exact names of the conferences, I could not tell you the exact 
names. 

The CHatrMan. Suppose we give you the opportunity to correct 
your remarks and prepare your statement and point out, if you care 
to, such errors as you may have made. 

Mr. Ryon. Just a minute,sir. Errors that I have made? 

The CuatrmMan. Yes, sir. There seems to be a confict in your state- 
ment. I understood you to say that the rate might change momen- 

tarily. Did I understand correctly ? 

Mr. Ryon. We have received letters from the conference saying 
that the rate would be such-and-such, and the best I can remember 
there is no 90-day period in that. That was basically to Thailand. 

The Cuarrman. Do you belong to the conference ? 

Mr. Ryon. As far as I know, sir. 

The Cuarrman. What conference is that? 

Mr. Dennean. That : onferenc e is not represented. 

Mr. Mappy. (Elmer C. Maddy, counsel, Atlantic and Gulf/Singa- 
pore, Malay and Thailand Conference). That is the Atlantic and 
Gulf/Singapore. My name is Elmer Maddy. I am counsel for that 
conference. 

Mr. Ryon. Mr. Gayk is there. He gets the same thing. 

Mr. Gayx. Tom, I am sorry I have to disagree with you. We al- 
ways receive adequate notice of these changes in rates. As a member 
of the traffic advisory committee, we always take active partic ipation 
in fighting against these different increases where they will hurt us. 
I think you and many of the other tobacco shippers have benefited 
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from the work of the traffic advisory committee, whether you know 
it or not. 

The Cuarrman. I do not understand what you said. 

Mr. Gayk. I believe A. C. Monk is a member of the Tobacco As- 
sociation to the United States. 

Mr. Ryon. Yes. 

Mr. Gayx. Mr. Meridith testified on behalf of the traffic advisory 
committee of that association. 

Now, let me put it this way. The members are appointed by the 
president of the Tobacco Association of the United States to repre- 
sent the industry and whenever there is a freight increase we receive 
notification of a freight increase either by rail, truck, or water. 

The Cuarrman. We are not interested in the rail matter. 

Mr. Gayk. We look out for the best interests of the various mem- 
bers of the Tobacco Association who themselves, in and of themselves, 
could not attend, and through a cooperative effort we try to keep our 
transportation costs as low as possible. 

The CuarrMan. In your capacity, you receive notices of freight in- 
creases at your office, do you not? 

Mr. Gayk. Yes, sir; I do. 

The Cuarrman. Do you get any notice of increases that are effec- 
tive as of date? 

Mr. GAyxk. No,sir. I have never gotten one. 

The CHamman. What is the shortest notice you receive of a change, 
increase or decrease ¢ 

Mr. GayKk. Well, a decrease becomes effective immediately. I have 
just had one of those in the past week. 

The Cuatrman. They are pleasant to receive. 

Mr. Gayx. Yes, sir; they are. However, increases, the ones that 
I remember receiving, have been no less than 60 days. 

Mr. Garmatz. May I ask a question ¢ 

The CHarrMan. Yes. 

Mr. Garmarz. I do not ask the question to embarrass you, but all 
of the people that represent the conferences, if I remember correctly, 
said 30, 60, or 90 days. Several gentlemen here have mentioned that 
they have 60 or 90 days. I thought there might be someone here from 
the conference of which you are a member that could answer. 

The Cuatrman. This gentleman back here is attorney for that 
conference. 

What is your name? 

Mr. Mappy. Elmer Maddy. 

The CuHarrMan. You are attorney for that conference? 

Mr. Mappy. Yes, Atlantic and Gulf/Singapore, Malay, and Thai- 
land Conference. They have a provision that, when rates are in- 
creased, it provides for 60 days’ notice. 

Mr. Cocker. We are members of that conference, Mr. Bonner, and 
I am certain we give 60 days’ notice at least. 

Mr. Ryon. I will be glad to furnish you photostatic copies of some 
we have received but, even at that, the notice we have had has not given 
us time to complete the transactions. I am not arguing Ww hether it 
was 60 or 30 days. 
weet CuHarrMAN. It is like our debts. The time is too short to pay 
them. 
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Are there any further questions? 
Mr. Ryon, we appreciate very much your coming before the com- 


mittee. 

Mr. Garmatz. Might we ask Mr. Ryon to furnish a statement later ? 

Mr. Ryon. I will be glad to furnish you a statement. 

The Cuarrman. This will conclude the hearings in Raleigh, and 
the committee will recess until the hearing in Washington, D.C., at 
10 o’clock, Wednesday of next week. The staff will notify what wit- 
nesses may be expected to be called. 

(Whereupon, at 4:05 p.m., the committee adjourned until 10 a.m., 
Wednesday, May 6, 1959, in Washington, D.C.) 


A. C. Monk & Co., INC., 
Farmville, N.C., May 8, 1959. 
Hon. HERsert C. BONNER, 
Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D.C. 

Dear Mr. Bonner: As suggested at the hearing in Raleigh on April 29, we are 
enclosing three notices from Atlantic and Gulf-Singapore, Malaya and Thailand 
Conference showing rate increases and adjustments. You will note that these 
reports carry one date which, according to the last sentence of each report, 
shows that they have been in effect approximately 5 to 7 days prior to the issu- 
ance and approximately a week to 10 days lapsed after they were issued to the 
time that A.C. Monk & Co. received them. 

On September 3 the release was effective as of August 28, but we did not 
receive it until September 12. The November 25 release was effective as of 
November 20, but was not received in our office until December 9. Both of 
these releases contained information that was of interest to A. C. Monk & Co. 

The February 3 release was effective January 29 and was not received until 
February 10 and we had something that was effected by this release. 

In our files we have 20 releases that have been received and kept within the 
last 12 months. There have been others which we were not interested in and 
we did not file these. 

From the above you can see that the shippers have not received ample notice. 
This is the only information that we have received from this conference. 

Very truly yours, 
T. S. Ryon, Secretary. 


ATLANTIC AND GULF-SINGAPORE, MALAYA AND THAILAND CONFERENCE, 
New York, N.Y., September 3, 1958. 
Rate notification No. 268. 
To Contract Shippers: 


ATLANTIC AND GULF PORTS TO SINGAPORE, MALAYA, AND THAILAND 


We refer to contract covering your shipments to Singapore, Malaya, and 
Thailand and wish to inform you of the following changes in contract rates 
applicable to the ports shown. 

Shipments to ports other than those named below are subject to arbitraries 
and other charges in effect at time of shipment. 








Penang, Port 











| Swettenham, and Bangkok 
| Singapore (base ports) 
Barytes (barium sulfate), effective Aug. 19, 1958__-___- | $32 per 2,000 pounds.__| $37.50 per 2,000 pounds. 
Barytes (barium sulfate) and drilling mud_____- i eeceiat en ala a oda Do. 
Lab am blackplate, through Dec. 31, 1958; canceled |__-_....................| $31.50 per 2,240 pounds 
effective Jan. 1, 1959. | or 40 cubic feet. 
Draglines, through Jan. 31, 1959; canceled effective Feb. |_......-.....-.-..----- | $55.50 per 2,000 pounds 
959. | or 40 cubic feet. 


Cereals, viz: Corn grits, cornmeal, cracked wheat, | $38.75 per 2,000 pounds | $44.25 per 2,000 pounds 
crushed oats, granulated wheat, hominy, oatgroats, | or 40 cubic feet. or 40 cubic feet. 
oatmeal, pearl barley, rolled oats, whole wheat, graham | | 


and rye fiour. 











842 STEAMSHIP CONFERENCE STUDY 


Penang, Port 
Swettenham, and Bangkok 
Singapore (base ports) 





Paraffin, liquid. = ..-----| $26 per 2,000 pounds | $31.50 per 2,000 pounds 


or 40 cubic feet | or 40 cubic feet. 
PO hs oc: ic emia SR Sin ...| $38.25 per 2,240 pounds. 
Petrolatum (petroleum grease), not petroleum jelly or oes | Do 
vaseline or perfumed or medicated petrolatum. 
Wax slack and wax emulsions ha te at $31.50 per 2,000 pounds 
or 40 cubic feet. 
Oils, petroleum, non-‘azardous, viz: Absorption, batch- i Pe ng s Do. 


ing, burning, cutting, dustproofing, ink, mineral colza, | 
mineral seal, residue, residual, shingle, sludge, slushing, 
transformer, transil, white. | 
Index to freight tariff will be amended by the addition of | $74.75 per 2,000 pounds | $80.25 per 2,000 pounds 
‘Bearings, n.o.s.,’’ as an authorized interpretation to or 40 cubic feet. or 40 cubic feet. 
to the following: Cargo, n.o.s. | 
Index to freight tariff will be amended by the addition of | $37 per 2,240 pounds | $42.50 per 2,240 pounds 
‘Bearings, automotive and truck’’, as an authorized or 40 cubic feet. | or 40 cubic feet. 
interpretation to the following: Automobiles, motor | 
trucks (including dump trucks) and automoodile and | 
motortruck trailers, knocked down or set up (com- | 
pletely boxed); also parts and accessories, n.0.s. 





“Bearing, roller” and “Bearings, ball’’ will be deleted from the freight tariff. 
Unless otherwise specified the foregoing rates apply weight or measurement 
whichever creates the greater revenue and are effective August 28, 1958. 


J. F. NasuH. 





ATLANTIC AND GULF-SINGAPORE, MALAYA AND THAILAND CONFERENCE, 
New York, N.Y., November 25, 1958. 
Rate notification No. 274. 
To Contract Shippers: 


ATLANTIC AND GULF PorTsS TO SINGAPORE, MALAYA AND THAILAND 


We refer to contract covering your shipments to Singapore, Malaya, and 
Thailand and wish to inform you of the following changes in contract rates 
applicable to the ports shown. 

Shipments to ports other than those named below are subject to arbitraries 
and other charges in effect at time of shipment. 


Swettenham, and Bangkok 


| Penang, Port 
Singapore (base ports) 


| 

Clay, filter, effective through Dec. 31, 1958, canceled | | $33 per 2,000 Ib 
effective Jan. 1, 1959. 

Sodium tripolyphosphate, effective through Dee. 31, | $35.50 per 2,000 Ib. or | $36.50 per 2,000 Ib. or 


1958, canceled effective Jan. 1, 1959. |  40cu. ft. }  40cu. ft. 
Pitch, lignin, dry_-. $33 per 2,000 Ib. or 40 | $38.50 per 2,000 Ib. or 40 
; | cu. ft. cu. ft. 


Tariff will be amended to provide for ‘‘Atomic reactor 
components, excluding core and radioactive materials” | 
as an authorized interpretation to— 


Cargo, n.o.s___.--- : : ....| $74.75 per2,0001b. or 40 | $80.25 per 2,000 Ib. or 40 
} cu. ft. |} cu. ft. 

And ‘“Lignosite’’ as an authorized interpretation to— | $33 per 2,000 lb. or 40 | $38.50 per 2,000 Ib. or 40 
Pitch, lignin, dry cu. ft. eu, ft. 


And “Trucks, refuse removal, equipped” as an 
authorized interpretation to— 
Automobiles, motor trucks and automobile and | $50 per 2,000 Ib. or $55.50 per 2,000 Ib. or 
motortruck trailers with mechanical equip- 40 cu. ft. 40 cu. ft. 
ment or other special equipment mounted | 
thereon (including fire engines), knocked down 
or set up, er boxed. 
And/or automobiles, motortrucks and auto- | $60.50 per 2,0001b. or | $66 per 2,000 Ib, or 
mobile and motortruck trailers with mechan- 40 cu. ft. 40 cu. ft. 
ical equipment or other special equipment 
mounted thereon (including fire engines), un- 
boxed. (Measurement to be computed on 
basis of overall dimensions less bumpers). 


Unless otherwise specified the foregoing rates apply weight or measurement 
whichever creates the greater revenue and are effective November 20, 1958. 


J. F. NASH. 
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ATLANTIC AND GULF-SINGAPORE, MALAYA AND THAILAND CONFERENCE, 
New York, N.Y., February 3 1959. 
Rate Notification No. 277. 
To Contract Shippers: 


ATLANTIC AND GULF PORTS TO SINGAPORE, MALAYA, AND THAILAND 


We refer to contract covering your shipments to Singapore, Malaya, and Thai- 
land and wish to inform you of the following changes in contract rates applicable 
to the ports shown. 

Shipments to ports other than those named below are subject to arbitraries and 
other charges in effect at time of shipment. 





Penang, Port 
Swettenham, and Bangkok 
Singapore (base ports 


Insecticides; fungicides, nonhazardous, viz: Liquid, | $53 per 2,000 lb. or 40 | $58.50 per 2,000 Ib. or 40 
paste; powder (not including insecticidal bombs) effec- cu. ft. cu. ft. 
tive Jan. 16, 1959. 


Adhesives, floor covering, nonhazardous- -_---- ..-.---| $40 per 2,000 lbs or 40 | $45.50 per 2,000 Ib. or 40 


cu. ft. cu. ft. 
Cable, aluminum, effective Jan. 16, 1959, through Apr. |_.-------..-.-.--.---_-- $49.25 per 2,000 Ib. or 40 
30, 1959, canceled effective May 1, 1959. cu. ft. 
Iron and steel sheets, including corrugated and/or gal- | $30 per 2,240 Ib. or 40 $30.50 per 2,240 Ib. or 
vanized, not curved or bent, not further fabricated cu, ft. 40 cu. ft, 


than having holes drilled or punched or corners cut, 
effective through Mar. 31, 1959, canceled effective 
Apr. 1, 1959. | 

Ammonia, nitrate of, effective through Mar. 31, 1959, | $60 per 2,000 Ib. ___- 
canceled effective Apr. 1, 1959. 

Tariff will be amended to provide for “Engines and 
parts, n.o.s. (not including aircraft, automobile, 
tractor or truck)’’ as an authorized interpretation to: 
Machinery and parts, n.o.s. 

And ‘Soap, liquid’”’ and “soap flakes’’ as authorized in- | $43.75 per 2,000 lb. or | $49.25 per 2,000 Ib. or 
terpretations to: Soap, common, and cleansing powders ; 40 cu. ft. | 40cu. ft. 


| $50 per 2,000 lb. or 40 | $55.50 per 2,000 Ib. or 
cu, ft. | 40cu. ft. 


n.0.S. 

And “Cement, linoleum” and ‘Paste, linoleum’ as | $40 per 2,000 Ib. or 40 | $45.50 per 2,000 Ib. or 
authorized interpretations to: Adhesives, floor-cover- cu. ft. 40 cu. ft. 
ing, nonhazardous. | 

And ‘‘Dichloro-diphenyl-trichlorethane (DDT)” as an | $53 per 2,000 lb. or 40 | $58.50 per 2,000 lb. or 
authorized interpretation to: Insecticides; fungicides cu. ft. 40 cu. ft. 
nonhagardous, viz: Liquid, paste, powder (not includ- 
ing insecticidal bombs). 

And ‘Nitro carbonitrate’’ as an authorized interpreta- | $74.75 per 2,000 lb. or | $80.25 per 2,000 Ib. or 
tion to: Cargo, n.0o.s. 40 cu. ft. 40 cu. ft. 


Unless otherwise specified the foregoing rates apply weight or measurement 
whichever creates the greater revenue and are effective January 29, 1959. 


J. F. NASH. 





Tue Tosacco Suppty Co., INc., 
Springfield, Tenn., May 12, 1959. 
Congressman HERBERT E. BONNER, 
Chairman, Special Subcommittee on Steamship Conferences, House Committee 
on Merchant Marine and Fisheries, Washington, D.C. 


DeaR Mr. BonneER: As exporters of leaf tobacco for many years, it is our con- 
sidered opinion after much study that the proposal for the exclusive patron- 
age conference contract dual-rate system be permanently legalized is not to the 
advantage of the American exporters. 

We wholeheartedly endorse the statement of Mr. Matthew S. Crinkley, ex- 
ecutive vice president of Isbrandtsen Co., Inc., New York, N.Y. 

Respectfully yours, 
MarvIn L. SmituH, Jr., Vice President. 





SoutH CAROLINA STATE Ports AUTHORITY 
Charleston, 8S.C., May 1, 1959. 
Mr. Ropert H. Cowen, 
Counsel, House Committee on Merchant Marine and Fisheries, 
Washington, D.C. 


Dear Mr. Cowen: You walked out on us Thursday. I was in Washington 
Monday, Tuesday, and Wednesday and checked with your office Wednesday 
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afternoon to verify fact you were sitting in Raleigh, took off by plane, and then 
Thursday morning found you had adjourned so that members could return to 
vote on the veto matter Thursday. No harm done, but wanted you to know 
that we had made our appearance as planned on Thursday morning. So after 
visiting with our North Carolina friends in Raleigh headed back to Charleston. 

Had I have testified, the following four points would have been stressed as 
deserving the serious consideration of the committee—these are rather vital 
matters which materially affect the movement of foreign commerce, and I am 
just passing along in this informal fashion for such use as you may wish to 
make of them. 

(a) I wrote you on March 26, as per enclosed copy, particularly calling at- 
tention to the fact of closely guarded tariffs by the carriers and inability to se- 
cure tariffs of water carriers, which is totally contrary to the usually accepted 
practice of other types of carrier. 

(b) Thus, with no mandatory provision for filing tariffs until the “30-day 
effective” provision is met, a rate may be made effective and then canceled during 
the intervening 29 days, with result the shipper is in the dark and unaware of 
what may very easily be a special rate put in and then canceled before it be- 
comes necessary to file with Maritime Board. It is our firm opinion that once 
applicable rates are effective they should be published and that tariffs should 
be available at all times to all interested parties. 

(c) Then, too, there always remains the broad position of the freight for- 
warded and their role in shipping per se. We can only commend the com- 
mittee for its probing this phase of the matter and urge a continuance of the 
investigation in order that an equitable position may be achieved for the good 
of all shippers and those using water-carrier transportation. 

You will please pardon this informal recital of our thinking, which I should 
have tried to develop on the stand before the committee. Obviously the first 
paragraph of this letter is by way of explanation, but you are completely at 
liberty to use all of such parts of it as you deem wise. 

Faithfully, 
T. CARLISLE Crump, Special Representative. 
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WEDNESDAY, MAY 6, 1959 


Howse or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES, 
OF THE COMMITTEE ON MERCHANT 
MARINE AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to adjournment, in 
room 219, Old House Office Building, Hon. Herbert C. Bonner 
(chairman) presiding. 

Present: Representatives Bonner, Garmatz, Zelenko, Anfuso, 
Downing, Casey, Johnson, Tollefson, Ray, Mailliard, and Glenn. 

Staff members present: John H. Drewry, chief counsel; Bernard 
J. Zincke and Robert H. Cowen, counsel; and William B. Winfield, 
clerk. 

The CuarrmMan. The committee will come to order. 

Let the record show that among the three witnesses that the com- 
mittee failed to hear at Raleigh, N.C., was Mr. Zingelmann, Con- 
tinental Timbers, Inc., of Morehead City, N.C.; Mr. A. J. Pasch, 
chairman of Associated Latin American Freight Conferences: and 
Mr. George F. Foley, chairman of the River Plate and Brazil Con- 
ferences, 

Mr. Green, who was to be heard, was unable to get to Raleigh. 

These witnesses would have been heard but unforeseen conditions 
over which the committee had no jurisdic “y caused the committee 
to leave Raleigh early. So that any one of the three witnesses that 
are here this morning may be heard. 

Mr. Pasch and Mr. Foley are here. We will hear Mr. Pasch, then, 


as our first witness. 


STATEMENT OF A. J. PASCH, CHAIRMAN, ASSOCIATED LATIN 
AMERICAN FREIGHT CONFERENCES, ACCOMPANIED BY JOHN R. 
MAHONEY, COUNSEL, CASEY, LANE & MITTENDORF, NEW YORK, 
BF, 


Mr. Pascu. Mr. Chairman and gentlemen, in an effort to avoid 
repetition, I have tried to boil my statement down to fit the peculiar 
conditions in our own trade. However, I would like to subscribe 
for the record materially to the statements which earher have been 
made by Messrs. — Wierda, Dennean, and Andrews. 

My name is A. J. Pasch. I have been employed for the past 2 
odd years as chairman of the group of conferences, known collectively 
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as the Associated Latin American Freight Conferences, with an of- 
fice at 11 Broadway, New York City. 

Prior to my present association, I had spent 12 years with the 
Munson Steamship Line, the last 4 of which as director of traffic, 
Previous to that, I had been employed as head of the South Ameri- 
can and West Indies Trade Division of the U.S. Shipping Board. 
All of this activity, over a period of approximately 40 years, has 
been identified with the Latin American areas. 

Services in the 10 trades, represented by the Associated Latin 
American Freight Conferences, are r egularly maintained by 23 mem- 
ber carriers, of which 9 are U.S. comaenden (including 4 subsidized 
lines) and 14 are foreign. For the convenience of the committee, I 
am submitting as appendix A of this statement a chart reflecting the 
names of all our member carriers, their nationality, the trades served 
by each, and the identity of those subsidized by. the United States. 
Spec ifically, our areas ; of operation, which embrace some 17 different 
countries, are all of the Caribbean/West Indies destinations (except 
Puerto Rico and Santo Domingo) ; the north coast of South America; 
Panama; the west coast of Central America and Mexico; and the west 
coast of South America. The overall pattern of service is and has 
been such that, except during periods affected by war conditions, there 
has always been more than sufficient space to accommodate all avail- 
able cargo. 

My appearance here is by authority and on behalf of all our member 
carriers. Our general position may be stated briefly: We strongly 
favor legislation which will strengthen the ability of conferences to 
provide ‘for industry self- regulation and the orderly conduct of the 
development of American commerce, and a continuation of the neces- 
sary exemption from the antitrust acts. We just as strongly question 
an increase in Government regulation if such control is to be at the 
expense of required conference. strength or flexibility. 

Our trade with Latin America is extremely important to the Ameri- 
can public. Our export sales involve a wide range of commodities of 
great value, virtually everything from needles to, and including, loco- 
motives. Our imports are no less important, including as they do 
coffee, metals, ores, sugar, and a number of other strategic materials 
which we do not produce ourselves. Coffee alone is the largest single 
import of the United States in terms of value. 

n the sensitive area of unilateral Government control of interna- 
tional trade, I would impress upon you most strongly the fact that the 
ever-present and delicate problem of dealing with nations whose econ- 
omies (due to no fault of their own) are less advanced than ours, can- 
not be ignored or glossed over. In their natural desire for economic 
progress there is considerable pressure for adoption of extraordinary 
measures, not the least of which is the direct entrance of government 
into the business of international transportation. 

On this issue I can assure you, gentlemen, that the problems of nego- 
tiating with the several national interests involved in services which 
regularly ply the waters between the Americas are, for the most part, 
best solved at the commercial level. 

Any unilateral attempt by our Government to assume control of 

rates or the measure of their reasonableness or exercise any other type 
of control not generally applied by the maritime nations of the world 
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would, in my opinion, be at the certain expense of retaliation by those 
who perhaps can be referred to as less than sophisticated in their ap- 
proach to the questions of national economic problems and commercial 
advantage. 

However, I cannot too strongly emphasize complete agreement with 
the view expressed by Chairman Morse that regulation of rates in 
international shipping is an area just not suited to control by the 
United States or any other country or group of countries. 

Turning now to the subject of conferences, and particularly our own 
group, I should like to submit a sketch of the basic essentials: 


RELATIONS OF NEW MEMBERS WITH THE CONFERENCES 


All of our agreements (incidentally all of which are approved by 
the Board) provide for the admission of all new members who propose 
to inaugurate and maintain regular dependable common-carrier serv- 
ice under equal conditions with existing members. Admission is gen- 
erally by the unanimous vote of the existing members but may not 
be refused except for just cause, and an offending member may be 
expelled for just cause by similar vote. The voting procedure is not 
uniform in all conference agreements but determination is never 
reached by less than a majority. 

There has been comment from time to time concerning delay expe- 
rienced by some applicants for conference membership. I should be 
less than candid if I did not tell you that upon occasion we have ad- 
mitted new members with reluctance and misgivings and upon cer- 
tain other occasions admission has been granted only after some delay. 
The conferences have an equity in protecting their own good name 
and they have a healthy respect for their obligations to their clientele. 

We owe a notice to our shippers of any new member admitted or 
lost. The receipt of such advice by the shipping public quite naturally 
would prompt the thought that the new member has been considered 
qualified or he would not have been accepted. If he turns out other- 
wise, as some have, the conference cannot escape unfavorable reflection. 
In any case, no bona fide applicant has ever been refused admission to 
membership in our conferences. 

On the other hand, experience prompts the strong recommendation 
that the right of a conference be recognized, by statute if necessary, but 
certainly by the regulatory agency, to resort to such action as reason- 
ably may be necessary to determine the status of each applicant with 
particular reference to common-carrier identity, ability and intent to 
inaugurate and maintain continued dependable and regular service 
and solvency. 

RATES AND RELATED PRACTICES 


Rate construction is, of course, our most important, though by no 
means our only, function. Were I to tell you there is a scientific for- 
mula devised by conference chairmen by which the proper rate is al- 
ways found for every commodity, you would immediately recognize 
such a statement for what it would be—a piece of pure fiction. So, 





also, do I characterize Mr. Crinkley’s view that conference rates are 
determined as a sort of “hodgepodge.” Since Mr. Crinkley admit- 
tedly quotes his rates as “something less than the conference rates,” 
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and thus has never had to construct a rate for himself, he could 
hardly be presumed to know much about them. On his theor , Is- 
brandtsen rates can only be “hodgepodge, minus 10 percent.” Being 
impressed with the committee’s decision to conduct a complete ex 
nation of the subject, I shall venture to give you a really good look a 
what goes on in ratemaking, how it is done, and whether these chines 
turn out good, bad, or indifferent. 

The fixing of a rate for the tramp movement of a full cargo of say, 
a 0, is a v simple thing. Based on known factors, costs and profits 

‘an readily be cale ulated to the last dollar. The extent to which a 

ate in excess of cost is to be quoted is a matter for managerial dis- 
cretion with an eye to market conditions. Activity of this nature is 
somewhat comparable to that which is probably accountable for the 
evolution of the liner tariffs as we know them today. For all practi- 

cal purposes, let us consider the Clipper ships era as the time of origin 
of common carriers from the United States. Originally vessels were 
owned by merchants who loaded them exclusively with their own 
goods. The vessels were dispatched to destinations which were known 
to be capable of absorbing such goods and the moneys realized from 
the sale were used to purchase other merchandise for sale at home 
at prices which would result in a profit for the entire venture. 

As time went on, the number of merchants owning vessels increased 
and competition orew so that all merchants could no longer fill their 
own vessels with their own merchandise. 

Accordingly, in addition to the establishment of some joint ven- 
tures, shipowners reached out for the business of other merchants. As 
this habit developed the need for assessing a charge for the transpor- 

tation of merchandise other than their own arose. 

At the outset this was probably a single rate for all types of goods, 
say $15 per ton. In the normal development of things the day came 
when the merchant who m: ide nails advanced reasons why his prod- 
uct could no longer be sold in the foreign markets at $15 for trans- 
portation so, henceforth, after negotiation and renegotiation of the 

validity of the reasons advanced, nails were provided for at $12, 
while whisky, which required more careful h: undling and imposed 
greater risks resulted by agreement and negotiation in an $18 rate. 
E ventually, like nails, almost every item became subject to competi- 
tion from other sources of supply and a separate rate for each differ- 
ent category of merchandise was similarly evolved. Thus the single 

rate which originally covered all cargo is today merely a catchall rate 
for that cargo which has still not become otherwise ‘specified in the 
tariff by name. 

Unlike the tramps where full cargoes are involved, the kind and 
amount of business which can be expected on a berth line vessel 
carrying a variety of commodities in varying amounts is never known 
in advance nor is the cargo on any two or three successive vessels ever 
the same. 

A parcel of electrical machinery carried by a vessel today may 
never be repeated because a competitive source of supply has been 
found which will furnish it a lower price. A combined lot of paint 
materials or prepared paints may never be seen again because of a 
more competitive source of supply or because the country of destina- 
tion has been successful in attracting capital for home production 
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which is then protected by an adjusted import tariff. Shipments of 
various types of steel products which have been enjoyed for years 
suddenly are no more because a local industry has sprung into being. 
Cotton piece goods which in the past produced substantial revenues 
for vessels in certain Latin American areas are today productive of 
nothing because these needs are now either supplied by home industry 
or Japan. 

These few examples serve to demonstrate the ever-changing char- 
acter of merchandise in world trades and the consequent inability of 
carriers to construct their rates on any fixed prediction of cargo 
potential. 

The advent and development of airfreight service plucking off 
really choice cargo has not aided our plight. Such items as house- 
hold appliances, furniture, and personal effects are increasingly be- 
ing carried by air, and we have had to reduce our rates on many of 
these items in an attempt to maintain our position in the transporta- 
tion of them. 

What then are the considerations which enter into the construction 
and adjustment of rates? A short answer is: A considerable chunk 
of know-how born of experience which permits an intelligent evalua- 
tion of all discoverable factors. ‘Taken hindside foremost, the fac- 
tors which must be ferreted out before intelligent attention can be 
given are those called for by the traffic-analysis form attached hereto 
as appendix B. 

These, plus a running knowledge of vessel characteristics as well as 
the market. of consumption and those of competitive supply provide 
the basic ingredient. During the Inter-American Shipping Con- 
ference held in Washington, D.C., in the fall of 1940, a treatise on 
conference operation and ratemaking was submitted. This can be 
found beginning at page 143 of the report of the U.S. delegates. I 
have a copy of the report with me. I shall be glad to submit it to 
you since it will assist you in obtaining a more complete understand- 
ing of the problem. If extra copies are needed, I hope your staff can 
obtain them; if not, I shall be glad to try to find extra copies. 

Since preparing the statement, Mr. Chairman, I have made inquiry 
and I find that this book is out of print. Accordingly, since I believe 
that this statement is an exceedingly fine one, if it would aid the com- 
mittee, I should be glad to have it copied and reproduced in pamphlet 
form if you would like to have it. 

I most urgently recommend that you receive it. 

The Cuarrman. We appreciate that very much. 

Mr. Pascn. Certain it is, and no one will ever realize it more keenly 
than we do, that if the merchants do not sell, we do not carry. A 
more powerful incentive to be reasonable in determining charges for 
transportation can hardly exist. 

And I assure you shippers are not reticent about coming in with 
their problems. We are in the steamship business, and cannot pos- 
sibly be expected to know the ever-changing pricelists of the thous- 


ands of items which are covered in our foreign trade. If sales re- 
sistance with respect to U.S. goods crops up in our field, our ex- 
porters are, of course, the first to know about it. They are en- 
couraged to confer with us so that by joint action any needed adjust- 
ment to keep merchandise moving can be promptly considered. Our 
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job is to develop commerce—not fight it off. The combination of 
services required for the successful conduct of international trade is 
of a highly complex nature, necessarily so because of the international 
flavor and the variety of components. Because of this and the lack 
of human perfection we have made mistakes and will again. These 
have been rare and certainly unintentional. A look at both sides of 
the ledger will, I think, clearly show that the foreign trade of the 
United States under conference management has prospered ma- 
terially. 

To : considerable extent rates are made in the marketplace—that 
is, they are determined after conferring with the shipper—and fre- 
quently the consignee as well—so that the basic problem inherent 
in every transaction, competitive price, has had attention. 

In making the day-to-day decisions as to whether rates may be 
kept on an even keel, lowered or raised, our office staff has the benefit 
of telephonic communication and interviews with those responsible 
for American export traffic. 

Our people negotiate on an industrywide basis with the exporters 
of automobiles, oil, ferrous and nonferrous metals, ores, concentrates, 
and coffee. They also negotiate rates with the associations repre- 
senting the electrical manufacturers, radio manufacturers, the rubber 
industry and the association of tobacco importers. The decision then 
as to whether the rate required can be adopted and not only cover 
costs but make a contribution to a hoped-for net result or whether it 
cannot or only partially so, is one for trained experts to make. 

Our conferences are staffed by men who have devoted their lives to 
steamship traffic and steamship ratemaking. In order to give the 
committee an adequate picture of our day-to-day operation, I selected 
1 of our 12 conferences, the Atlantic and Gulf/West Coast of South 
American Conference, and had assembled all of the requests for rate 
reductions received by that conference within the past 4 months. The 
conference office has prepared for you, in detailed form, an exhibit 
with regard to each application. That exhibit is annexed hereto as 
appendix C. 

will not read it, gentlemen, unless you wish it read. 

Examination of that appendix demonstrates the care with which 
the conference staff evaluates the facts presented by the shippers and 
then reaches out through examination of tariffs and checking with 
trade sources from all parts of the world to verify and supplement 
those facts. The ultimate objective of the conference staff in each 
instance is to be certain that the facts presented by the applicant are 
investigated and other pertinent ones developed and then the results 
made available to all member lines of the conference in a manner 
which will result in enlighted conference action. 

Rate reductions are granted for many reasons. If, for example, 
market competition from foreign sources or competing products is 
claimed by the shipper as the basis of a reduction, or if the applicant 
alleges that the shipping characteristics of his product are such as to 
warrant a different rate, he is requested to supply the conference with 
answers to the questions posed by the traflic-analysis form (appen- 
dix B). Sometimes more information than that called for by the 
traffic analysis form is needed before an intelligent recommendation 
can be made for conference action. 
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In the administration of our conference, we try to maintain two 
guiding standards. . 

First, every shipper’s request must be considered as expeditiously 
as possible under the circumstances. This means that if adequate 
facts are presented by the shipper initially, the member lines are cir- 
cularized and a decision teached within a very short space of time, 
generally not more than a few weeks, and sometimes within a few 
days. Not infrequently the facts are not readily available and veri- 
fication from overseas sources of supply may delay action. If fur- 
ther facts are needed the shipper is requested to make them available 
and advised that prompt conference action depends upon their being 
furnished. 

Second, all requests from shippers are docketed in the order of their 
presentation. The size of the shipper or his economic strength makes 
no difference insofar as conference determination of fair and equi- 
table rates is concerned. 

I would refer your particular attention in appendix C to the re- 
quest of Owens-Illinois Glass for a reduction in the rate on plastic 
bottles and jars and the application of Annapolis Yacht Yard, Ince., 
for a reduction in rate on walk-in refrigerators. In both of these 
instances substantially reduced rates were approved by the conference 
to enable a comparatively large shipper in one case and a compara- 
tively small shipper in the other case to develop new business in 
Latin American markets in trade areas where they had previously 
not been represented. 

You will note in appendix C shippers ranging in size from the 
small shippers such as Haras & Co., through the medium-sized ship- 

rs such as Foremost Dairies to some of the larger shippers such as 

isso Standard. 

In those instances where the conference office had to decline to 
reduce a rate, it was almost invariably because the shippers failed 
to support their case. In those cases where the shippers have brought 
forward evidence which, when checked, supported their case, the con- 
ference has invariably recommended, and the member lines have 
agreed to, rate reductions. 

The conference employees are constantly trying to strike a balance 
between assisting equally both large and small shippers to hold their 
markets and to gain entrance into new markets, while at the same 
time conscientiously protecting the carriers and other shippers against 
exaggerated shipper claims of market or product competition. 

The charge that conference rates are too high because they are 
based upon the higher costs of operating American vessels is rank 
speculation based on a callous disregard for the fundamentals of rate 
construction. It just isn’t so. For our purposes in ratemaking, the 
fact that most U.S.-flag liner vessels are subsidized removes any neces- 
sity for distinction. Isbrandtsen has for years had the benefit of the 
conference scale of rates as a ceiling under which it determined its 
own basis by the simple expedient of a percentage reduction. It 
would have you believe our rates were too high by the measure of 
its percentage reduction. However, Isbrandtsen also acknowledges 
having recently applied for subsidy without which, in its opinion, 
Isbrandtsen or any other American operator will soon be unable to 
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operate. We have great difficulty in reconciling these two conflicting 
ideas 

A comment about the proposal that there be additional Government 
regulation is, I think, in order. Before going any further I want to 
suggest that there is already so much regulation in effect that it is 
unduly restrictive. At terrible cost to our selves, we went all out in 
two world wars for the purpose of guaranteeing our continued free- 
dom to participate in commercial interchange ‘with the rest of the 
world. Having won that right, are we now so to regiment and fetter 
our people as to prevent them from effectively competing in the mar- 
kets of the world? 

In the face of knowledge that competing nationals are free to act 
without governmental restraint, are we to impose upon our merchants 
and transportation agencies ponderous and time-consuming proce- 
dures which can only mean that while we are considering whether we 
may adopt a change of a sort necessary to secure a piece of business 
our competitors have promptly met the condition and taken the 
business in ? 

Nations competing with ours for foreign trade have demonstrated 
their willingness to assist their own carriers in garnering the lion’s 
share of their own trade. When we are aware of the fact that nations 
foster the expeditious handling of their own trade, we should be very 
stupid and unmindful of our own self-interest if we deliberately and 
knowingly hobble our own shippers. 


NONCONFERENCE RAIDERS 


All the “know-how, experience, and expertise” of conference per- 
sonnel is of little practical worth if the product of their endeavor 
is to be no more than a target for sharpshooting by snipers. ‘These 
people make no pretense at regularity or dependability of service, 
orderly conduct, or any ¢ contribution of the least sort to the develop- 
ment of commerce. T heir only aim is, by hit-and-run tactics, to grab 
off enough business to give them a few ‘profitable voyages, knowing 
full well that thereafter their competitive position will be precarious. 
Why is this so? Because once the invading line has succeeded in at- 
tracting a piece of business at cut rates, all other exporters of that 
same type of merchandise approach the conference lines with a de- 
mand to be made competitive. This means a reduced rate, which 
the pirate cuts again, and it is not long before the vicious circle has 
run its course. 

Many rates are at unremunerative levels and, as Isbrandtsen’s rep- 
resentative has said, “when we can’t realize a new dollar for an old 
one we cease to have any interest.” Those who are committed to 
continued maintenance of service are left to pick up the pieces and 
attempt to restore orderly conduct and recoup their losses. Nothing 
has moved in excess of what would have gone forward at reasonable 

rates. This is not a statement of what is feared may happen—it 
is a factual exposition of what has actually occurred in the past and 
is happening now, day by day, in certain of our trades. 

The contract rate system, when devised some years ago, was largely 
effective in creating and maintaining a high degree of stability. 
Initially, these agreements were entered into with shipper principals 
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who, with little exception, observed their obligations in good faith. 
Buyers abroad were not only content but pleased to leave all trans- 
portation details to the good discretion of the shipper, who either 
maintained. his own skilled personnel to arrange for transportation 
or employed a competent forwarder for that purpose. However, just 
as a weak link determines the strength of a chain, so a weak spot 
in the chain of activity necessary to the sale, transportation, and 
delivery of merchandise has robbed the dual rate system of a substan- 
tial measure of its former ee refer to sales made or alleged to 
have been made on an f.o.b. or f.a.s. basis. 

Prior to World War II, we in transportation rarely ever heard 
these terms expressed. There was little or no occasion to discuss 
them because, pursuant to the provisions of applicable agreements, 
cargo flowed to the carriers regardless of the conditions of sale, W hich 
are strictly the concern of the exporter and consignee, not the carrier. 
The reason for the prominence attached to f.o.b.—f.a.s. in late years 
is simply explained. Nonconference cutrate operators waste little 
time in attempts to secure cargo from shippers who are under contract 
to the conference lines. Instead they solicit the consignee, who is 
not so bound, and prevail upon him to purchase his future require- 
ments f.o.b. or f.a.s. with instructions to the seller to deliver the 
merchandise to a vessel of the nonconference line. 

Based on information gleaned from our daily contact with trade 
sources, we are convinced that in some instances these sales have not 
been consummated under true f.o.b. or f.a.s. conditions. The buyer 
has not actually acquired title at the f.o.b. or f.a.s. point where he 
could legally or factually thereafter designate the route or carrier. 
Instead, “he has improper Vv asserted a right to instruct the shipper, 
feeling ‘assured that as a miyer he will not be turned down because 
of the shipper’s fear that the sale might be lost. 

Under such conditions, f.o.b. and f.a.b. have become today merely 
terms of convenience resorted to as a subterfuge to avoid the terms of 
a prior contract known to exist by all concerned. The use of freight 
forwarders as shippers of record in such cases makes e asier the con- 
cealment of the identity of shippers who factually remain the owner 
of the goods regardless of the terms of sale. In such instances, the 
forwarder is usually paid double or more the amount of commission 
customarily paid by the conference lines in return for lending his 
name, 

Although we are absolutely certain in our own minds that some 
shippers are evading their responsibilities in the ways just described, 
we have had difficulty in securing sufficient evidence to permit us to 
present an absolutely airtight case. Consequently, there have been 
very few instances in which contract violators have been brought to 
book. 

Our services to the Caribbean/West Indies area are particularly 
vulnerable to the ravages of the cutrate invader. The reason is because 
these destinations are so nearby that a minimum of capital is needed 
to enter the field. All one need do is charter a single vessel for one 
round trip. Several points of destinations can be covered in a turn- 
around of only 30 days, whereas additional time and greater expense 
are necessarily involved in the longer voyage trades. 
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Our areas have been plagued frequently by tramps and cutrate 
berth operators. In 1939 beranien entered the trade to Venezuela 
and Colombia with foreign-flag vessels but the service was terminated 
by the withdrawal of its vessels because war conditions, in which we 
had not then become involved, offered better paying employment 
elsewhere. 

After the war Isbrandtsen reappeared as agent, with autonomous 
authority, for a Venezuelan principal. When this arrangement ended 
due to establishment, by the principal, of his own organization in the 
United States, Isbrandtsen inaugurated a service to Columbia, later 
extended to Peru, utilizing foreign-flag chartered vessels. 

During all of these operations Isbrandtsen pursued its traditional 
policy of attracting cargo from the conference lines to itself by offer- 
ing “percentage” cut rates to shippers and consignees and double 
commission to forwarders. Isbrandtsen is no longer identified with 
these trades because the conference lines met his rate reductions. 
Eventually his reductions resulted in so ruinous a situation as to cause 
it to abandon the area. It contributed nothing. Traders were upset 
by disordered procedures. The conference lines were needlessly sub- 
ject to a tremendous loss of revenue and we are still engaged in trying 
to restore orderly conduct and to secure compensatory revenues. Our 
present average rates are still below those which were in effect prior 
to the entrance of Isbrandtsen in 1952 and this despite increased oper- 
ating costs. 

The present position of conference carriers in the several trading 
areas embraced by our conferences has been and continues to be ad- 
versely affected by the cutrate activities of the following-named oppor- 
tunists. A list of the companies and the trade or trades in which they 
are raiding our revenues follow: 


American Union Transport: Entire Caribbean area. 

Intercontinental Shipping Co.: Leeward and Windward Islands 
trade; east coast, Colombia; Panama Canal Zone; west coast, South 
America; west coast, Central America; and Jamaica. 

Dovar Line: Haiti trade, Leeward and Windward Islands, Vene- 
zuela trade, and Guianas. 

American Defense Line: Haiti, Leeward and Windward Islands, 
Venezuela, Netherlands Antilles. 

Surinam Navigation: Haiti, Leeward and Windward Islands, 
Guianas. 

Ayo Bros. : Havana trade. 

Hellenic Lines : Havana trade. 

Hamburg Caribbean Line: Netherlands Antilles, Venezuela. 

Viking Line: Venezuela. 

Palmer Line: Havana. 

Southern Line: Havana. 

Corporacion Peruana de Vapores: west coast, South America. 


The foregoing are lines operating on a more or less regular basis. 
The list does not include ever-present competition from occasional 
vessels ready to take spot parcels at cut rates when opportunity offers. 
For the most part, these are foreign-owned companies operating 
generally foreign registered chartered vessels taken as convenience 
and the charter market dictate. 
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Because of the raider-like tactics of these lines, and in spite of 
dual rate contracts existent in the several trades affected, the revenues 
of the conference carriers have been forced down to a depressed 
level in order to meet this competition. Such a result necessarily 
represents a serious threat to the millions of dollars invested by 
the conference lines. 

PROJECT RATES 


At several places in the hearings so far, witnesses have referred to 
project rates. Several of the committee have asked about them. We 
know that some conferences may not favor their use, but since we 
find it necessary occasionally to use them I shall give you a more de- 
tailed explanation than you have had so far. The reason for our 
use of them is that in the short trades covered by most of our con- 
ferences we are more readily subject to the type of competition which 
requires their use than other conferences. I shall set forth a typical 
example: 

A construction company has been awarded a contract to build 
an oil refinery at one of our destination points. Incidentally, five 
of these have been constructed in the last few years. The volume 
of tonnage is sufficiently great to attract operators of tramp vessels 
as well as some liner operators in other trades. Cut rates are, of 
course, their stock in trade. If we want these movements, and we 
do, we are obliged to negotiate for them at rates approximately the 
same as those established by the nonconference carriers. The market 
is created by the nonconference opportunist although, in fairness, it 
must be stated that most shippers of these materials, in recognition 
of superior service provided by the conference carriers, which serve 
a oh range of ports, are willing to pay a modest premium over 
the rate offered i tramps and others. Our transportation con- 
tracts covering the so-called project movements specifically require 
that all materials be of a proprietary and not of a commercially 
competitive character. The merchandise moving under such con- 
tracts is identified with the contracts by reference thereto on the bills 
of lading. Thus we successfully guard against undue discrimina- 
tion, undue preference or prejudice to similar materials which move 
to the same destination for competitive resale and which are subject 
to regulaz\ contract rates. 

The alternative is that these movements escape our best efforts and 
are in the hands of nonconference people. If they secured the move- 
ment, they would be able to so several thousand tons of cargo. 
Such cargo would form the nucleus around which the operator could 
attempt to build a shipload by sniping at the regular movement of 
general cargo under contract to the conference lines. Once the out- 
side operator secures a foothold when he obtains a substantial amount 
of cargo for a job site, such as an oil refinery or a major construction 
site, the conference lines must necessarily ex}»ect immediately there- 
after an attack on all of the higher rated items they carry. There- 
fore the project rate is an economic necessity if the conference lines 
are to maintain their position in the trade and to protect their regu- 
lar shippers. 
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SKIMMING THE CREAM 


On several occasions during the course of these hearings you have 
heard reference to. nonconference operators “skimming the cream.’ 
At the risk of repetition and of unduly lengthening my “statement, st 
me elaborate on this point in connection with our trades. 

Some of the nonconference carriers make a studied effort to look 
and act like conference berth line operators but they are actually quite 
different. 

The common carrier members of our conferences and all other con- 
ferences are legally required to and do hold themsleves out to the 
shipping public to accept whatever cargo comes along provided space 
is available at the time of offering. T hey conse ientiously fulfill their 
obligations to carry out their contractual rel: ationship with their 
shippers whether or not the cargo is profitably rated. 

In sharp contrast, the nonconference opportunist is primarily con- 
cerned with carrying merchandise which normally commands a higher 
revenue and therefore offers the greater opportunities for rate cuts. 
The nonconference carrier slashes his rates selectively and avoids the 
necessity of carrying the lower rated items by not going after that 
material and turning it down at cut rates when it is offered. He 
couples the selective rate cutting with selective scheduling by deliber- 
ately calling only at those ports which normally produce the larger 
volume of higher rated cargo. He carefully avoids any ports where 
merchandise customarily moves in small quantities or where only 
lower rated cargo is offered. 

For confirmation of this pattern you only need to recall Mr. Crink- 
ley’s testimony with respect to Isbrandtsen’s Mediterranean service 
where they only serve selectively the ports of Beirut and Alexandria. 
They completely ignore the full range of ports. 


DEPARTMENT OF JUSTICE ALLEGATIONS 


You will recall that testimony was submitted to your committee 
on March 11, 1959, by a representative from the Department, of Jus- 
tice. Justice’s representative asserted at pages 355 to 357 of the 
official transcript that 47 out of a total of 113 conferences in the U.S. 
foreign commerce operated without the benefit of the dual rate sys- 
tem and that although they faced competition no less stiff than that 
encountered by conferences with dual-rate systems they had no diffi- 
culty in surviving and prospering. At the time I heard this testi- 
mony it struck me as so out of line with the facts that I undertook to 
check the accuracy of this assertion. 

Accordingly, I contacted those 38 of the 47 conferences with whom 
I had some ‘familiarity | and asked them the following questions: 

(1) Does your conference have a contract arrangement with its 
clientele? 

(2) Ifnot,explain why. 

(3) Do you have nonconference competition, and, if so, how has it 
affected rates and practices ? 

(4) Does your membership favor a contract system if possible? 

Replies were received from 32 of the 38 contacted. Their answers 
indicate that the picture the Department of Justice presented to this 
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committee was in some instances factually incorrect and at the very 
least incomplete. For instance, Justice’s representative listed agree- 
ment No. 6310, the Pacific Lumber Carriers Association, as a confer- 
ence prospering without a contract system in the face of nonconference 
competition. The information supplied to me indicates that that con- 
ference was disbanded and the agreement vacated well before the testi- 
mony was given. 

In another instance, Justice listed agreement No. 8160, which turns 
out to be a simple rate agreement covering a single commodity, olives, 
from Spanish ports to U.S. North Atlantic ports. For Justice to 
leave the implication with this committee that there was a full-fledged 
conference existing without a contract system in the face of nonconfer- 
ence competition, when the reality is a simple rate agreement, is at the 
least cutting statistics pretty fine and thereby creating an incorrect 
picture. 

Of the 46 or less conferences which do not have a contract system— 
and I say “or less” because I have not been able to contact all of the 
conferences, and have some reason to think that others from whom I 
did not hear may fall into the “olive” category, 14 report that they 
have no nonconference competition in their trades. These conferences 
explained that, since there was no nonconference competition, confer- 
ence rates were assured and therefore there was no immediate need 
for the institution of a contract system. 

The replies showed a noticeable correlation between the presence 
of nonconference lines and depressed rate structures; 18 of the 32 con- 
ferences that replied reported that rates in their trades were depressed 
because of cutrate nonconference competition. 

Almost every one of the 32 answered my last question in the affirma- 
tive—that their membership favored a contract system; 28 reported 
that they had taken preliminary steps toward establishing dual-rate 
systems or were prepared to inaugurate or reinstitute such systems. 
In each instance they reported delays or roadblocks because of the 
problems encountered in obtaining Federal Maritime Board approval 
and/or the expense and delay involved in the protracted litigation 
which has surrounded the subject ever since the end of World War II. 
The true picture emerging from the conference replies is considerably 
at variance from that originally presented by the Department of Jus- 
tice. 

I should like to say categorically that on the basis of the replies 
I received I am convinced that there are two conelusions which this 
committee should draw when they review the testimony given by the 
Department of Justice in the light of the replies I received, and per- 
haps additional information which will be furnished to you by the 
Federal Maritime Board. 

First, those conferences which do not have contract systems at pres- 
ent would in almost every instance institute them, immediately if they 
could do so without undue litigation or delay in obtaining Maritime 
Board approval. 

Second, in many of the conferences referred to by Justice, the trades 
are so small or have so little nonconference competition that there is 
no need for this additional element of industry self-regulation. 
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CONCLUSION 


I have been present at most of the hearings or have been following 
with tremendous interest the testimony presented to this committee. 
I do not want to let this opportunity pass without telling you gentlemen 
how appreciative my member lines and I are for the oe to 
tell you our story. The care and attention displayed by all of you dur- 
ing the course of these hearings has been an eye-opening experience 
for all of us. We are confident that from legislators as dedicated as 
you we can expect to receive fair and enlightened legislation. 

During most of my adult life I have lived with the conference dual- 
rate system. Looking back on those years, I do not believe that our 
conferences have abused the measure of authority vested in them by 
your predecessors when they enacted the Shipping Act of 1916. If 
and when there are complaints concerning our trade areas, I should 
like the opportunity to review the cases and furnish for your record 
whatever additional material I might have which would be pertinent. 

As you see in appendix C, in the minority of cases where we have 
had to decline requests for rate adjustment, it developed that the appli- 
cant had asked for a rate to which any fairminded traffic officer or 
competent rate analyst would reluctantly be obliged to say he was not 
entitled. 

In conclusion let me say that I am honored to be allowed to share 
with you some of the experience with American foreign commerce 
which has rubbed off on me for the past four decades. I hope that my 
statement will help you in some small measure to find answers to the 
troublesome questions with which you have been coping so patiently. 
Most of all I hope that what I have said has evoked enough interest in 
= or your counsel so that you will wish to question me on any trou- 

lesome points. 

(The appendixes referred to follow :) 
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APPENDIX B 


ASSOCIATED LATIN AMERICAN FREIGHT CONFERENCES TRAFFIC ANALYSIS F'oRM 


1. Name of article and its trade name, if any. 

2. Description of article. 

3. What it is used for. 

4. State if hazardous or inflammable. 

5. State what label is required for ocean shipment. 

6. State if liquid, paste, flake, powdered, granulated, or solid. 

7. State how packed (box, barrel, bale, carton, crate, etc.). 

8. Package dimensions: Length, width, height (cubic feet per package). 
9. Package gross weight is _-_.------ pounds; cubic feet per 2,000 pounds. 
10. From U.S. port of __-~- ningun, CORODEME DOG GS Wo Rea 

il. Prewent vate =... ..-.<.- ._; rate proposed by applicant _____-_--_. 


12. Place where material is made or produced. 

13. How article is described for railroad movement. 

14. How described in shipper’s export declaration. 

15. Schedule B commodity No. 

16. Tonnage of present movement to foreign port named in item 10. 

17. Extra tonnage expected to move at proposed rate. 

18. State if movement is continuous, seasonal or sporadic. 

19. F.a.s. value per pound or package named in item 7 (state which). 

20. Name of competitive or substitute article. 

21. F.a.s. value per similar unit of competitive article (if this information is 
not obtainable, but the delivered competitive price is the basis of this applica- 
tion, it must be indicated at least approximately ). 

22. If foreign competition is involved, give details. 

23. Remarks and/or reasons for proposed change. 

24. Application submitted by - - 

DN ne arn dt a 

Note.—Applicant to keep one completed copy of this form. The remainder 
to be mailed to A. J. Pasch, conference chairman, NeW York, N.Y. 


APPENDIX C 
ATLANTIC AND GULF/WeEsT CoAsT OF SouTH AMERICA CONFERENCE 
The following applications for rate reductions were approved : 
WALK-IN REFRIGERATORS, K.D. WITHOUT REFRIGERATING UNITS 


December 3, 1958: Letter received by conference office from Annapolis Yacht 
Yard, Ine., requesting reduction in rate on walk-in refrigerators, knocked down 
(k.d.), without refrigerating units, as against general refrigerator rate of $44 
weight and/or measurement (w./m.). 

December 6, 1958: Submitted to member lines. 

December 30, 1958: This application approved at conference meeting. 

This application was approved because the applicant indicated optimism 
toward development of a market for this type of refrigerator in a number of 
Latin American markets provided a substantially reduced rate could be adopted. 
Consideration of the traffic analysis forms submitted by the applicant indicated 
that these walk-in refrigerators would be shipped knocked down with relatively 
limited claims risks, that the value was limited, and that if business could be 
developed it would be beneficial to both the exporter and the carrier. Accord- 
ingly, recommendation by the conference office of a rate of $30 w./m. was ap- 
proved by the member lines. 


LAMPS, ELECTRIC, CEILING, FURNITURE OR WALL 


December 8, 1958: Letter received by conference office from Daybrite Light- 
ing, Inc., requesting reduction in rate on lamps, electric, ceiling, furniture, or 
wall from $46 w./m. to $39 w./m. 

December 11, 1958: Submitted to member lines. 

January 14, 1959: This application approved at conference meeting. 

This application was approved because after checking of the applicable Euro- 
pean tariffs by the conference office, it was established that the European rate 
was $38.88 w./m.; the conference office suggested that the rate be reduced to 


$39 w./m. to meet this competition and the new rate was approved by the 
member lines. 
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POWDERED COCOA, IN BULK IN BAGS 


December 10, 1958: Letter received by conference office from Cegetra §.A., 
requesting reduction in rate on powdered cocoa, in bulk in bags from $46 w./m. 
to a $46 weight basis. 

January 2, 1959: Submitted to member lines. 

January 14, 1959: This application approved at conference meeting. 

This application was approved because applicant stated that the disparity in 
rates between Europe and the United States had forced it to cancel future pur- 
chases of cocoa powder. The conference office established that rates from 
Europe are on a weight basis without limitation as to value. It was agreed at 
conference meeting in the light of the foregoing as well as consideration of the 
fact that, transportationwise, bagged cargo could better be rated on a weight 
basis, that the rate of $46 per 2,000 pounds, approximating rate from Europe be 
established. 

MOVING PICTURE TUBES 


December 11, 1958: Letter received by conference office from Phoenix Ship- 
ping Co., Inc., requesting reduction in rate on moving picture tubes from $80 
w./m. to $56 w./m. 

December 15, 1958 : Submitted to member lines by telephone. 

December 15, 1958: This application approved. 

This application was approved because investigation by the conference office 
indicated European competition and a lower rate from Europe. In an effort 
to keep American manufacturers and exporters competitive and preserve the 
export movement from the United States, a recommendation was made by the 
conference office by telephone that the rate should be reduced to $56 w./m. to 
be competitive with European rates, and the member lines agreed to the 
reduction. 

SUGAR OF MILK (LACTOSE) 


December 24, 1958: Letter received by conference office from Foremost 
Dairies, requesting reduction in rate on sugar of milk (lactose) from $62 w./m. 
to $48 w./m. 

December 30, 1958 : Submitted to member lines. 

December 30, 1958: This application approved at conference meeting. 

This application was approved because of the fact that European exporters 
had the benefit of a rate of $48.80 w./m. This rate was confirmed by inves- 
tigation by the conference office. Inasmuch as the applicant was having great 
difficulty in marketing his product, the conference members agreed to establish 
the rate of $48.80 w./m. to place the applicant on a parity with its competition 
with regard to transportation costs. 


WATER INJECTION FLUID 


January 2, 1959: Letter received by conference office from Esso Standard Oil 
Co., requesting reduction in rate on water injection fluid from $90 w./m. as 
eargo n.0.s. to $383 w./m. 

January 12, 1959 : Submitted to member lines. 

January 14, 1959: This application approved at conference meeting. 

This application was approved because it was established that water injec- 
tion fluid had a valuation similar to lubricating oils and could be handled 
transportationwise in the same manner since it bore no label and required no 
special handling. It was also considered that there would be an increased 
movement of this commodity which is used as a gasoline assist in airplane 
engines and, therefore, the same rate as applicable to petroleum lubricating oils, 
$33 w./m., was adopted. 

DEFLUORINATED PHOSPHATE 


January 8, 1959: Letter received by conference office from Smith Douglass Co., 
Ine., requesting reduction in rate on defluorinated phosphate from $90 w./m. to 
the same rates applying on calcium phosphate. 

January 12, 1959: Submitted to member lines. 

January 14, 1959: This application approved at conference meeting. 

This application was approved because comparison of this commodity with 
calcium phosphate indicated very slightly higher value per ton and slightly 
lower weight per cubic foot, but at the same time indicated that the two com- 
modities are so similar in chemical characteristics as to be used interchange- 
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ably. The rates on calcium phosphate depend on the value of the merchandise 
shipped, being $24 weight if valued at not over $100, $37 weight if valued at 
over $100 but less than $300, and $54 weight if valued at more than $300. It 
was agreed that the rates applicable to calcium phosphate would be fair and 
reasonable for the item requested and the request was approved by the 


member lines. 
METAL LATH 


January 12, 1959: Letter received by conference office from Penn Metal Co., 
Ine., requesting reduction in rate on metal lath from $33 w./m. to $30 w./m. 

January 14, 1959 : Submitted to member lines. 

January 14, 1959: This application approved at conference meeting. 

This application was approved because the reduction enabled American ex- 
porters to compete on an equal basis, so far as ocean freight is concerned, with 
European suppliers. The conference office established that the rate from Europe 
was less than the conference rate of $33 w./m. and recommended a rate of $30 
w./m. to allow American shippers to meet the competition. The recommendation 
was approved by the member lines. 


COTTON GIN AND VEGETABLE OIL MACHINERY 


January 30, 1959: Letter received by conference office from Anderson Clayton 
Co., requesting reduction in rate on cotton gin and vegetable oil machinery 
from $62 w./m to $56 w./m. 

February 3, 1959 : Submitted to member lines. 

February 18, 1959: This application approved at conference meeting. 

This application was approved because it was believed that the reduction would 
aid American exporters in selling this machinery, especially in Peru. Considera- 
tion was given to the general shipping characteristics of this commodity. On 
this basis alone it was not felt that there was substantial justification for rate 
reduction. However, further consideration was given to this application on the 
basis that Peruvian economy is closely alined to the production and processing 
of cotton and cotton seed and that relief with respect to machinery used in this 
connection would be of substantial assistance to the economy of the country as 
well as to American exporters supplying this machinery in competition from 
Eurpean sources. 

The member lines, therefore, agreed. 


TINPLATE 


February 11, 1959: Letter received by conference office from Weirton Steel Co., 
requesting reduction in rate on tinplate from $30 weight to $25 weight. 

February 16, 1959: Submitted to member lines. 

February 18, 1959: This application approved at conference meeting. 

This application was approved because investigation of the European rate 
showed it to be $26.46 weight. The volume of movement, transportation char- 
acteristics, usual ports of shipment, claim risks, value of tinplate being sold, 
known by the member lines, they agreed that conference rate be adjusted to $25 
weight for a trial period expiring June 28, 1959, in an effort to assist U.S. 
tinplate producers and exporters in holding their business in Peru. 


PLASTIC BOTTLES AND JARS 


February 11, 1959: Letter received by conference office from Owens Illinois 
Glass Co., requesting reduction in rate on plastic bottles and jars from $44 w./m. 
to $25 w./m. 

February 18, 1959: Submitted to member lines. 

February 18, 1959: This application approved at conference meeting. 

This application was approved because the applicant had been unable to 
develop business in Latin American markets at the prevailing rate because 
of the very low value of the commodity shipped. The member lines agreed, there- 
fore, to establish a new rate of $25 w./m. on plastic bottles and jars to permit 
the applicant and other competitive manufacturers to develop this business. 


POTASSIUM CARBONATE 


February 13, 1959: Letter received by conference office from Allied Chemical 
International Corp., requesting reduction in rate on potassium carbonate from 
$64 w./m. to $35 w./m. 
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February 13, 1959: Submitted to member lines. 

February 18, 1959: This application approved at conference meeting. 

This application was approved because the conference office had ascertained 
that the rate from Europe was $35.72 w./m. Consideration was given to the 
transportation characteristics of potassium carbonate with particular reference 
to competition from Buropean sources. While it was felt that the substantial 
rate reduction requested would involve a substantial sacrifice on the part of 
the member lines of revenue urgently required, it was agreed in an effort to 
retain this business for U.S. exporters that a rate of $35 w./m., approximately 
equivalent to the rate from the Continent, should be adopted, and the member 
lines so agreed. 


PETROLEUM WHITE MINERAL OIL, PETROLATUM, AND PETROLEUM CUTTING OIL—NOT 
PERFUMED, NOT MEDICATED 


March 6, 1959: Letter received by conference office from Esso Standard Oil 
Co., requesting reduction in rates on petroleum white mineral oil, petrolatum, 
petroleum cutting oil—not perfumed, not medicated, from $36 w./m. to $33 w./m. 

March 10, 1959: Submitted to member lines. 

March 12, 1959: This application approved at conference meeting. 

This application was approved because the transportation characteristics of 
these commodities, including packing, claims, handling, and value, were closely 
similar to lubricating oil and grease. The effect of the reduction which was 
approved by the member lines is to put these commodities on the same level as 
that applicable to lubricating oil and grease. 


INTRAVENOUS SOLUTIONS (DEXTROSE OR SALINE) 


March 9, 1959: Letter received by conference office from Abbott Laboratories 
and also on March 18, 1959, from Baxter Laboratories, Inc., requesting increase 
in value limitation from $350 to $450 per freight ton but at rate formerly ap- 
plicable to $350 valuation rate. 

March 12, 1959: Submitted to member lines by telephone. 

March 20, 1959: This application approved. 

This application was approved because in view of the increased cost to manu- 
facturers of the products, the former value limitations were no longer equitable. 
The transportation characteristics of the commodities had not altered and 
therefore the member lines agreed to the request of the applicants. 


HIGH PRESSURE EMPTY STEEL CYLINDERS 


March 10, 1959: Letter received by conference office from Pressed Steel Tank 
Co., requesting reduction in rate on high pressure empty steel cylinders, from 
$34 w./m. to $54 weight. 

March 12, 1959: Submitted to member lines. 

March 12, 1959: This application approved at conference meeting. 

This application was approved because the conference office found, after in- 
vestigation and analysis, that the $34 w./m. rate on a cylinder measuring 6/2 
cubic feet and weighing 100 pounds amounted to $5.35 per cylinder as against 
that from Europe of approximately $2.17 per cylinder. The result of this in- 
vestigation was submitted at a conference meeting together with the recom- 
mendation of the conference office of the establishment of a rate of $54 weight 
on cylinders not in excess of 100 pounds. This recommendation was made and 
adopted not because it was felt that member lines considered such a reduced 
rate as justified in the light of increased carriers’ costs, but only in order to 
permit the American exporter concerned to regain and hold a market which 
he had apparently lost because of unduly depressed rates from Europe. 


ALUMINUM SULPHATE 


March 10, 1959: Letter received by conference office from Allied Chemical 
International Corp., requesting extension of $16 weight rate, due to expire 
March 31, 1959, and thereafter to be raised to $24 weight. 

March 12, 1959: Submitted to member lines. 

March 12, 1959: This application approved at conference meeting. 

This application was approved because the reduced rate of $16, scheduled to 
expire March 31, 1959, had proven to be of some assistance to American exporters 
in continuing to market this product competitively in the face of competition 
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from European sources. While it was felt that a higher rate was justified in 
the light of handling costs, it was agreed to extend the reduced rate for a further 
period ending December 31, 1959, to assist American exporters. 


ENAMELED IRON SHOWER RECEPTORS 


March 23, 1959: Letter received by conference office from Haras & Co., re- 
questing reduction in rate on enameled iron shower receptors from $90 w./m. as 
cargo 2.0.8. to $33 w./m. 

March 24, 1959: Submitted to member lines by telephone. 

March 24, 1959: This application approved. 

This application was approved because investigation by the conference office 
developed that the item in question was essentially a “sanitary ware item,” 
comparable in terms of value, transportation characteristics, claims, etc., with 
other items included in the general sanitary ware item list. The member lines, 
therefore, agreed that the rate on “sanitary ware items” be made applicable to 
the item in question. 

The following applications for rate reductions were declined: 


ELECTRONIC DEVICES AND APPLIANCES 


January 28, 1959: Letter received by conference office from National Electrical 
Manufacturers Association, requesting reduction of increases of rates on list of 
electric devices. 

January 30, 1959: Submitted to member lines. 

February 18, 1959: Application declined at conference meeting. 

February 19, 1959: Letter received by conference office from Electronics Indus- 
tries Association, requesting reduction of increase of rates on electric devices 
generally. 

February 26, 1959: Submitted to member lines. 

March 12, 1959: Application declined at conference meeting. 

S$oth of the above applications were declined because they sought a general 
reduction for electronic devices without more than a general specification of 
items and without any showing that the rates in question deterred the movement 
of any of the commodities. 


USED PAPERMILL MACHINERY 


February 5, 1959: Letter received by conference office from West South 
American Overseas Corp. for reduced rate on used papermill machinery in 
relation to new papermill machinery. 

February 6-11, 1959: Submitted to member lines by telephone. 

February 13, 1959: Application declined. 

This application was declined because, from a transportation standpoint, a 
distinction between new and used papermill machinery, is not warranted and 
because the existing rate on papermill machinery is reasonable. Further, with 
copies of the conference tariff available, the machinery had already been pur- 
chased prior to the request for reduction and the available rate had not, there- 
fore, interfered with the sale of the goods. 


SYNTHETIC RUBBER 


February 9, 1959: Letter received by conference office from Polymer Corp., 
Ltd., requesting that there be no increase in rates on synthetic rubber. 

February 13, 1959 : Submitted to member lines. 

February 18, 1959: Application declined at conference meeting. 

This application was declined because of the increased costs of the member 
lines and the fact that there was no showing that the rate was a deterrent to 
traffic. 

GRINDING BALLS 


March 2, 1959: Letter received by conference office from Braden Copper Co., 
requesting reduction in rate from $21 to $18 per ton. 

March 2, 1959: ‘Submitted to member lines by telephone. 

March 3, 1959: Application declined. 

This application was denied because there was already a considerable quantity 
of freight moving at the prevailing rate, which was already a low rate. A similar 
application received March 5, 1959, requesting a reduction from $21 to $20 
per ton, was also denied on March 9, 1959. 
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ADDITIONALS TO PUNTA ARENAS, CHILE 


March 5, 1959: Letter received by conference office from Corporacion de 
Fomento, requesting reduction in additionals to Punta Arenas. 

March 9, 1959 : Submitted to member lines by telephone. 

March 19, 1959: Application declined. 

This application was declined because the rates to Punta Arenas as related 
to the expense of serving that port were already on the low side. The expenses 
result from great additional steaming distance, adverse weather conditions, and 
oumanalte unsatisfactory port facilities. 

CONCRETE MIXERS, CRANES, AND EXCAVATORS 

March 9, 1959: Letter received by conference office from Koehring Inter-Amer- 
ican Co., requesting inclusion of concrete mixers, cranes, and excavators in 
tariff item covering “roadmaking implements.” 

March 17, 1959 : Submitted to member lines. 

April 2, 1959: Application declined at conference meeting. 

This application was declined because the commodities, concrete mixers, cranes, 
and excavators, have a variety of uses only one of which is for roadmaking. 
Further, the prevailing rate is equitable. 

The CoarrmMan. Mr. Garmatz ? 

Mr. Garmatz. I have no questions. 

Mr. Totterson. Yes, Mr. Chairman, I have just one question. 

On page 10, you say that your people “negotiate on an industrywide 
basis with the exporters of automobiles,” et cetera, and you mention 
coffee. Do you deal with importers of coffee on an industrywide basis 
actually ¢ 

Mr. Pascn. Yes, Mr. Tollefson. There is at New York an associa- 
tion of green-coffee importers known as the Green Coffee Association 
of New York. That association includes within its membership prac- 
tically every importer of green coffee, including the larger roasters. 
That association has what is known as a traffic and warehouse com- 
mittee and our negotiations with regard to transportation are had 
with that committee. 

Mr. Totterson. Is there a coffee importers group on the west coast 
that is not associated with the group you mention ? 

Mr. Pascn. Yes; I believe there is. 

Mr. Totterson. Do you deal with them separately, then ? 

Mr. Pascu. Well, our area of operation includes the Atlantic and 
culf coasts, but not the Pacific coast. I think the chairman located on 
the Pacific coast, when you reach that area, will be glad to go into that 
with you. 

Mr. Totterson. You are speaking here just of your own practices? 

Mr. Pascn. That is correct. 

Mr. Totterson. You do not deal with the coffee importer on the 
Pacific coast ? 

Mr. Pascu. No. 

Mr. Totterson. That is all, Mr. Chairman. 

The Coarrman. Mr. Zelenko? 

Mr. ZreLENKoO. Mr. Pasch, I am troubled about a statement submitted 
to the committee this morning, not by you but by a prior witness, — 
directly, I think, affects all conferences. Either this statement 
highly irresponsible or it is a matter of utmost gravity, and I for one 
would most certainly ask the chairman, and I feel that he would go 
along, to investigate the statement. 

This is the statement. It is directed not only at your conference but 
apparently at all conferences. It appears on page 19, entitled “Sup- 
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ein Additional Testimony of John J. O’Connor Given to the 
ubcommittee on April 28,” and it says, dealing with shippers: 

More so today are they afraid of testifying against conferences. Witness the 
failure of several witnesses scheduled to appear at the New York hearings. 

It goes on to say that a witness that had appeared before this com- 
mittee had backed down noticeably from some sworn testimony he 
had given. 

Now, of course, you are not bound by this statement which I have 
just read, but it is a direct accusation against all conferences and smacks 
of intimidation if there is any basis to it. 

I should like to have from you, sir, a statement as to whether or not 
preparatory to your testimony here you or, if you have knowledge of 
other conferences, any of these conferences had any meetings with 
or communications with shippers relative to giving testimony. 

Now, you understand my question, sir? It does not give basis to the 
accusation. There may be basis to it, but I would like to know from 
a factual standpoint whether regarding the hearings of this committee 
any communication was had with shippers relative to any purported 
coomener they might want to give, or any discussions were had with 
them. 

Would you be good enough, if you can, to comment on that? 

Mr. Pascn. I should be very happy to, Mr. Zelenko. 

I should like to regard Mr. John J. O’Connor as a friend of mine. 
Personally, I like him. If Mr. O’Connor could have the experience 
of sitting with me in my office for only one day, could he have had that 
experience prior to the time he made this statement, he certainly never 
would have made it. 

I will tell you that there is no shipper among the 10,000 people who 
make up our mailing list who has the least reticence about coming 
into my office whether I am there or whether I am not and making him- 
self very vigorously felt. 

There is certainly nothing of any kind which would cause any 
shipper to feel intimidated in any respect whatsoever so far as con- 
ference organizations are concerned, and I cannot put too much em- 
phasis on that. 

Now, if Mr. O’Connor has made his statement because some shipper 
has indicated to him that this is the case, I wish Mr. O’Connor would 
advise me of the identity of that shipper. I do not believe he exists. 

Mr. Zerenxo. Of course, on Mr. O’Connor’s statement. I merely 
wanted to know whether your conference had any communications 
either in writing or orally with any of your shippers regarding any 
proposed testimony to be given before this committee on this subject. 

r. Pascu. Absolutely not. 

Mr. Zevenko. Thank youvery much. That isall. 

The Cuarrman. This is a new statement. 

Mr. ZevenKo. It was lying on the desk this morning and it is en- 
titled “Additional Testimony.” I read it thismorning. 

If there are any such people, I think it is a matter for the com- 
mittee to investigate. 

If anybody is afraid or has been intimidated, if there is any basis 
for the statement, I think it should be brought to the attention of the 
committee immediately. 
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I thought perhaps it might be relevant to ask the question that I did 
of Mr. Pasch just on the factual situation. Mr. Pasch has said that 
there were not. 

The Cuarrman. Certainly this is an incorrect statement. I ‘have 
not read the entire statement. At page 19, it says— 

It was those people who were the first concern of the Alexander committee 
but were lost sight of since. 

Mr. O’Connor, for your information, I sent this staff out to try to 
find people so that they have not been lost sight of and I want you 
to know that. 

We have endeavored to get witnesses. 

Mr. O’Connor. And in reference to the statement which has just 
been made, it says: Ask our own staff if witnesses are willing to 
testify. 

Tee ee. There is a difference between being willing and being 
intimidated. 

Mr. Chairman, I intend to interrogate Mr. O’Connor when he re- 
turns, but I wanted to find out from this witness whether their con- 
ference had intimidated shippers. 

Mr. Pasch would not know what other people did but do you not 
think my question was relevant, Mr. Pasch ? 

Mr. Pascu. I think it was and I am glad to answer it. 

We have been in touch with many shippers and have urged them to. 
tell their story as they see it if they are willing to appear. 

The Cuarrman. Mr. Ray. 

Mr. Ray. Mr. Chairman. 

Mr. Pasch, does any cargo move at the higher rate where you have 
dual-rate conferences ? 

Mr. Pascu. At the noncontract rate? 

Mr. Ray. Yes. 

Mr. Pascu. Comparatively little, Mr. Ray. I would say it is our 
practice to contract for the entire tariff, and I would say that 99 
percent plus of the cargo that is susceptible to movement by confer- 
ence carriers is under that type of contract. 

Mr. Ray. That means that the higher rate is a penalty ? 

Mr. Pascu. No; I should not describe it as a penalty. 

Mr. Ray. What is its function otherwise ? 

Mr. Pascu. There was a choice of rates available in the tariff, the 
tariff rate, so-called, and the lower noncontract rate. All of our ship- 
pers are invited to take advantage of the lower rate and I would not 
under any consideration apply the term “penalty” to the higher of 
the two rates. 

If a man elects not to sign a contract he finds himself in a position 
of his own making for his own reasons and those reasons presumably 
would be that he would prefer to pay the higher rate on whatever 
shipments he may feel obliged to give the conference lines and, on the 
other side of the coin, he anticipates using nonconference carriers 
at lower rates so that his average over a period would, in his opinion, 
be to his advantage. 

Mr. Ray. Are there cases in which shippers who are not signers 
of the contract have shipped at the lower of the dual rates? 


Mr. Pascu. Not in our trades unless it has been pure error. 
Mr. Ray. You are sure of that ? 
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Mr. Pascu. Well, as sure of it as I feel I can place dependence 
upon our own member lines to observe their obligations under the 
conference agreement. 

Mr. Ray. Is fertilizer, and chemicals associated with fertilizers, a 
substantial part of the cargo ¢ 

Mr. Pascu. Fertilizers move in our trades and, if I am correct in 
thinking that what you are referring to now is a statement made by 
a witness at Raleigh, that he got the benefit of a rate without a con- 
tract, I was amazed as I think you were to hear that statement and 
I naturally conferred with the other members of our committee. I 
believe that witness was referring to Brazil at the time and the answer 
Mr. Foley can give you better than I can, but I tell you that there 
is no contract system in effect in Brazil on fertilizer which explains 
the ability of that man to have received the only rate available at 
the time he made shipment. 

Mr. Ray. That testimony led to my earlier question. 

The present inquiry is somewhat different. 

How do the rates on fertilizer and fertilizer products from this 
country to South America and ports covered by your conferences 
compare with the rates on fertilizer from European ports to that part 
of South America? 

Mr. Pascu. Until very recently they compared very favorably. 
There have been very substantial movements of fertilizer and fertilizer 
materials from the United States to many of the areas covered by our 
several groups. 

Of late that has changed a little bit. 

As a result of the testimony that I listened to in Raleigh, part of 
which referred to a couple of our trades, specifically the west coast 

of South America and the west coast of Central America, upon re- 
turning home and during the short time intervening between the 
Raleigh hearings and now, I undertook to find out as much about it 
as I could. 

I was unable to get as complete a story as I would want to present 
to this committee in response to that testimony. 

A complete investigation is underway not only with regard to the 

rate and the competitive angles but the whole picture involving the 
several types of fertilizer, the particular use to which they are put, 
the probability that one type might displace another type for good 
reason, and when that information is available I shall be glad to 
submit it. 

To the extent that I have been able to look into it this much appears 
apparent: Ores are developed to a considerable extent on the west 
coast of South America, Bolivia, Peru, and Chile. An organization 
engaged in that endeavor is selling those ores in Europe : and trans- 
porting them from countries on the west coast of South America to 
Europe in their own chartered vessels. They are, of course, obliged 
to get those vessels back to the loading point for the next cargo. They 
have reached out, according to the reports which I received yesterday, 
for-these fertilizer movements which travel in volume and the last 


picture reported to me of these chartered ore vessels. returning home 


was on the basis of $5.75 per ton f.i.o., f.i.0. meaning free in and out, 
to the vessel. 
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Now, to any man engaged in transportation, familiar with vessel 
costs, I ‘think it immediate y becomes apparent that that type of opera- 
tion had for its objective not necessarily the earning of a net result 
but lessening the ballast cost from Europe back to the } point of loading. 
For example, if it costs $50,000 to send that vessel back light from 
Rotterdam to Peru for the next load and they can pick up $40,000 
worth of revenue, then the return voyage costs them $10,000 instead 
of $50,000, and it is that type of thing with which we are obliged to 
compete not infrequently ; and I am also informed that the European 
Conference, the members of which serve that trade from Europe 
down to the west coast of South America, have considered themselves 
obliged to reduce their rate to that same level in order to permit their 
carriers to continue to participate in these movements of fertilizer. 

Mr. Ray. Are any of the lines that are engaged in this eastward 
shipment. of ores and westward shipment of fertilizers and related 
materials, members of any of the conferences? 

Mr. Pascu. No, they are not. They are pure tramps. 

Mr. Ray. Do you know the national sponsorship, under which coun- 
try they operate ? 

Mr. Pascu. I should hesitate to give you that for the record, Mr. 
Ray, because I am not certain of it. 

I do know this: The parent companies are of U.S. residence. 

Whether there is an adulteration of ow nership by parties in the 
countries where the operations go on, I do not know. 

I do believe that all of the vessels which are used by these people 
are of foreign flag. 

Mr. Ray. Mr. Chairman, I think it would be well to have in the 
record information as to that ownership. Perhaps it can come in 
with the results of the study that Mr. Pasch has said he is making. 

The Cuamman. As I understand it, you are going to look further 
into the matter and you can let us know the answer to Mr. Ray’s 
questions as to what other flags are involved and who are the 
operators ? 

Mr. Pascu. I shall be glad to. 

(Mr. Pasch will appear later in hearings in Washington, D.C.) 

Mr. Ray. That isall, Mr.Chairman. Thank you. 

The Cuarrman. Mr. Downing. 

Mr. Downtne. Mr. Pasch, what is the percentage spread between 
your contract rates and noncontract rates ? 

Mr. Pascu. We do not use a percentage spread, Mr. Downing. Our 
spread is expressed in terms of dollars per ton. Generally it is about 


Mr. Downina. Well, what would that be percentagewise ? 

Mr. Pascu. Well, it would vary with the several categories of rates. 
On a $20 rate it, of course, would be 20 percent. 

On higher rates, it would be a lesser percentage. 

We do not calculate, nor-have we ever attempted to calculate, the 
difference between th» tariff rate and the contract rate, the lower con- 
tract rate on a percentage basis. 

Mr. Down1na. How do you base that difference ? 

Mr. Pascu. Well, some people will not agree with me but my own 
idea is this: Let us take any of these trades; Cuba, for example. Let 
us assume that these things have never evolved. We are starting fresh 
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now. There has never been a contract system. in effect. All we have 
is a rate per ton and the rate is $30 per ton. We know from experience 
that so long as that situation lasts with no tie upon the shipper, we 
can expect to be attacked by nonconference operators. 

During the course of any year instead of handling the 100,000 tons 
that moves in that trade at $30 we will handle probably 60,000 tons 
and our rate will be $16. Having gone through that type of experience 
for several years, let us assume now that we are going to look for a 
cure and in evaluating our own position we decide that, if we can 
reach out through some kind of a contract arrangement or other type 
of tie upon the shipper and assure ourselves of, say, 90 percent of that 
movement, we do not need $30. All we need is $26 and we pass that 
$4 saving back to the shipper in exchange for his willingness to con- 
tract with us. 

Mr. Down1ne. Which likewise would more or less force anybody 
who ships by you to be a contract signer if he wanted to have his goods 
carried across the ocean ? 

Mr. Pascu. Well, I am not. willing to subscribe to the statement 
that he is forced to do so, Mr. Downing. Let us assume that that were 
the case. Let us assume he had no choice. There is nowhere that he 
can go but to the conference lines. How is he hurt? I should not ask 
you that question. I will put it positively. He cannot be hurt. He 
is getting exactly the same treatment as all of his competitors and 
every other shipper. 

Mr. Downrne. Is there any regulation which would prevent you 
from making that spread, say, 50 percent, or instead of $4 make it $8? 

Mr. Pascu. There is no regulation that I know of. The only com- 
pelling aspect there is commonsense, which we think we are guilty of 
possessing in some measure. 

Mr. Downrna. Getting back to your statement, Mr. Pasch, on page 
2,yousay: 

We strongly favor legislation which will strengthen the ability of conferences 
to provide for industry self-regulation and the orderly conduct of the develop- 
ment of American commerce. 

Do you have any specific recommendations for any such legislation ? 

Mr. Pascu. I am of the same mind as Mr. Turman when that ques- 
tion was asked of him at Raleigh, and that is that before anything 
specific is suggested here we ought to wait until the hearings being 
conducted by your committee have been concluded, until we have the 
benefit of all of the thoughts expressed by everyone, and then it will 
be the purpose of our committee to submit something of a specific 
nature. 

Meanwhile, as a purely personal matter, I would like to suggest this: 
One of the most compelling things with which we must live, and when 
I say “we” I mean the American public as well, is information from 
foreign sources of supply. Based on first hand visits in these 
countries, knowledge acquired over a period of some 40 years, we are 
impressed with the fact that our sister nations in Europe do not attempt 
to maintain any degree of restrictive regulation at all. On the con- 
trary, those gremenmants encourage their transportation ple to 
resort to anything reasonably necessary to develop the sale of the next 
ton of cargo. They do not have Federal maritime boards. They do 
not have maritime commissions. The lines are not required to come 
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in and ask for permission to do this, that, or the other thing. They are 
not bound by time-consuming procedures that restrict their ability to 
turn around on the spot as it 1s necessary. 

While I may be reaching for utopia, I think that our people should 
be in no worse position. 

Mr. Downtne. Mr. Pasch, on page 16 you make reference to the 
fact that there is certain legislation which is unduly restrictive. 

Can I assume that you will take that up in your final report, too, 
in making your recommendations along that line? 

Mr. Pascu. At this juncture, I most certainly think you can. I 
should be very much disappointed if we do not. 

Mr. Downrna. That is all, Mr. Chairman. 

The Cuarrman. Mr. Glenn. 

Mr. Guenn. Mr. Pasch, you have attended most of our meetings 
and you have heard, just as the committee has heard, some complaints 
by shippers that they had not had the opportunity to receive the tariff 
lists from the carriers at all and in a lot of cases not in sufficient time 
to take advantage of it. 

How can you reconcile that situation with what you say on page 10 
that— 
to a considerable extent rates are made in the marketplace—that is, they are 
determined after conferring with the shipper—and frequently the consignee 
as well. 

In other words, how are we going to be able to get any schedules to 
these shippers if each individual case is handled separately in the 
marketplace, as you say ? 

Mr. Pascu. We have always published our tariffs, Mr. Glenn, and 
made them available to anybody that wants them for a moderate 
subscription price. 

As I remarked a little while ago, we contract for the entire tariff. 
Since we do that, we feel we have an obligation to let the shipper 
know what the tariff is. 

Whenever a contract is executed or, let us put it in the order of 
procedure, whenever anyone applies for a contract, when we send it to 
him for execution we send with it a letter of transmittal which puts 
him on notice that he is entitled to keep himself informed continually 
as to what our rates are. 

In order to do that, we are willing to make our tariff available to him. 

If he decides that he wants to be kept informed day by day as to 
what our rates are, he may do so by subscribing to our tariff, and there 
is a little tearsheet on the bottom of that notice which he may fill out 
and send to us and, if he does, we send him the tariff and put his name 
on our mailing list to secure all supplemental matter. 

Mr. Guxrnn. If he is not satisfied with one particular rate, do you 
give him the opportunity then of coming in and discussing that in an 
attempt to adjust it? 

Mr. Pasco. We not only give him the opportunity, we encourage 
him to doso. 

Mr. Guienn. Does that happen very often ? 

Mr. Pascu. Very frequently. 

Mr. Guenn. Are you able to negotiate and still keep the business 
for a satisfactory settlement of that rate? 
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Mr. Pascu. Well, a short answer would be that if we had not I 
would not be here today. Somebody would have replaced me. 

Mr. Guenn. That is all, Mr, Chairman. 

The Cuarman. Mr. Casey. 

Mr. Casey. Mr. Pasch, for a healthy situation as far as our mer- 
chants and shippers are concerned, do you think there is any place 
for the independent liner operator in our maritime system ? 

Mr. Pascu. I have no objection to independents, and when I say 
“T” I mean we, provided they do not become guilty of destructive 
practices. 

Now, again, that is utopia. No man is going to remain an inde- 
pendent excepting only for one reason, to hold himself free to be able 
to compete on a different basis than the people with whom he is in 
competition. 

Now, boiled down, that means cut rates. Just the moment that 
an independent line appears, cut rates become the order of the day. 
That is the only reason they want to remain independent. 

Now, you cannot have stability and independent operators, too. 
You can have stability at unremunerative tariff rates but you cannot 
have the type of stability which will permit these ventures to be op- 
erated with some reasonable outlook for profit. 

The two just do not go together. 

Mr. Casey. How about the accusation by the independent that, 
where you have the trade exclusively handled or the route exclusively 
handled by a conference system, you have stability but you do not 
have reasonable rates or rates that are conducive to encouraging more 
shipping and good competition in foreign commerce? 

Mr. Pascn. Well, I can place no credence in those statements, Mr. 
Casey, and the reason for it is this. As I said before, we have a 
mailing list of some 10,000 people. I should be surprised if there 
are more than 10 or 12 people who would attempt to take the posi- 
tion that they have been unable to get reasonable treatment from 
conference in the absence of independent competition. 

Mr. Casey. I refer you to your statement here, for instance, on 
prover rates. You stated that you used project rates primarily be- 

‘ause you had to meet the competition. You were subject to that 
ye of competition so you had to make project rates. 

Mr. Pascu. That is true but those project rates are not reasonably 
compensatory rates. 

Mr. Casey. You say: 

If we want these mevements, and we do, we are obliged to negotiate for them 
at rates approximately the same as those established by the nonconference 
carriers. 

How about your reference, on page 18 of your statement, where 
you said Isbrandtsen came into Colombia and later extended to Peru 
and cut your rates down, and it seems that they have stayed down 
now even though Isbrandtsen has. withdrawn and that they are still 
lower than they were when Isbrandtsen came in there. 

Do you think that that competition was beneficial to the shippers? 

Mr. Pascu. No, I do not think I said that the rates are down. 

Mr. Casgey. You say: 


Our present rates are still below those which were in effect prior to the 
entrance of Isbrandtsen. 
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Mr. Pascu. That is true. They are below the level which was in 
effect prior to 1952. 

No, I do not think that any shipper or consignee benefited to any 
extend by the advent of Mr. Isbrandtsen into that trade. 

By that I mean that in my opinion there is not a single ton of cargo 
that moved into Colombia ‘during the period that Isbrandtsen was 
active in that trade that would not have gone forward anyway ata 
reasonably compensatory figure. 

Now, that is demonstr ated by the fact that all of the items in our 
tariff had been moving perfectly freely without complaint prior to 
the time that Isbrandtsen appeared. 

[ cannot say that they are entirely without benefit. True, the rates 
were reduced. The importers paid less money to bring the cargo in 
than theretofore they had been paying, but the fact that they were 
paying less money was not beneficial to the point where they could 
afford to bring more cargo and sell more of it. 

It simply put the difference in their pocket. 

Mr. Casry. Well, it would certainly follow that if the rates were 
lower they can meet European competition in South America, can 
they not, a little better, since their rates are lower? 

Mr. Pascu. We have no hesitation in meeting European competi- 
tion regardless of the presence of a nonconference line. We are 
engaged in that kind of thing every day. We do not need an inde- 
pendent line in there to prompt us to take that kind of action. 

Mr. Casey. That was what brought the rates down, was it not, on 
this Colombian route ? 

Mr. Pascu. They brought it down on a rate-war basis, not on a 
reasonable premise. 

Mr. Casry. But they stayed down below what they were when it 
started ? 

Mr. Pascu. They have not stayed down at the same level. The 
usual procedure after the termination of these rate wars is that you 
begin to try to get your rates up. 

During ‘the period of the rate war, everybody has had a taste of 
blood and he likes it and, naturally, will resist to the extent that he 
can any activity on our part with one fell swoop to put them back 
where they were 

Almost invari iably we find, though, we have to do that gradually, 
by degrees. 

Mr. Casey. Well, are you at a compensatory rate level now on that 
trade route? 

Mr. Pascu. Completely, no. 

Mr. Casey. In other words, you think that in some instances it will 
need to get back to what it was or maybe more than what it was prior 
to 1952? 

Mr. Pascu. A higher rate than the level that existed in 1952 is 
certainly justified by the fact that since that time our costs have risen 
materially. 

Mr. Cassy. Along that same line, if I understood one of your state- 
ments to Mr. Downing here, it was that when you get, say, 90 percent 
of all the traffic in a trade route then your contract route is more or 
less a realistic rate because you are assured of that much of the move- 
ment of the goods; is that correct ? 
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Mr. Pascu. It is a realistic rate so long as we can realize the ob- 
jective of achieving this 90 percent. 

Mr. Casry. Now, these conferences of which you made inquiry, 
referring to your statement starting on page 25 in which you made 
reference to the olive category and one thing and another, they gave 
you an answer that, since there was little or no nonconference com- 
petition, there was no need for any additional element of industry 
self-regulation and they did not have the dual-rate system. 

Have you made inquiry as to how their rates compare with trades 
where the dual-rate system is in existence to see whether the shippers 
on these noncompetitive conferences here are enjoying the same type 
of rate as where you have a little competition and the dual rate is 
necessary to insure that trade ? 

Mr. Pascu. With all due respect to your question, Mr. Casey, I do 
not think than any comparison between the rates in one trade and the 
rates in another trade is proper. 

Conditions vary so widely in the several trades that the fact that 
we may have a rate of $20 a ton on hairpins, for example, to Venezuela, 
and next door to Colombia our rate may be $25, there would be all 
the reason in the world for that. 

Conditions in the two trades vary, the ability to get homebound 
cargo, for example, the volume of cargo going south. 

There are so many things that enter into the construction of a rate 
that the comparison of the rate level between any two rates is cer- 
tainly an odious thing. 

Mr. Casey. If you were in my place, how would you go about trying 
to find out whether, where they have no nonconference competition, 
they were charging reasonable rates ? 

Mr. Pascu. Under today’s conditions, I think every conference is 
operating pretty much on the same philosophy that we are. Their 
job is to develop traffic. It does not profit anybody to raise your rates 
simply because nothing stands in the way of it, as a result of which 
you are left with a beautifui-looking tariff but it is productive of no 
traffic. 

Our job is to create the greatest volume of traffic that we can. 

I think perhaps if there is one aspect of ratemaking more than any 
other that enables rates on the low side to be made it is in trades where 
the greatest volume moves and it is not difficult to understand. You 
can relate it basically to a manufacturer in this country. If a plant 
capable of making, let us say, 100,000 radios, is operating at full 
capacity, the unit cost of those radios is less than if they are operating 
in a bad market and the plant can only operate at 50 percent of ca- 
pacity, and the same thing is true of vessels, because of the fixed costs 
that go along with their operation. 

Mr. Casey. That gets right back to what I was talking about, 
though. Where you have a route that is served solely by conference 
lines and then we have an example where an independent came in and 
the rates were cut and now the independent has withdrawn and the 
rates are still down, I am just wondering about these routes where we 
now have no independent competition as to whether the rates are fair. 

Mr. Pascn. J think it is fair to assume that, if the conference has 
been in operation for a little while and they have not had any non- 
conference competition, that they are receiving the benefit of rea- 
sonably competitive rates. 
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Mr. Casey. You mentioned here about the subsidies. 

Isbrandtsen, as I understand, has been operating without a subsidy 
and the reason given by Mr. Crinkley was that they had bargain ships 
to operate so that they needed no subsidy but now that their bargain 
ships are wearing out, I believe he did state that they would eventually 
have to come and ask for a subsidy. 

Do you think that if everyone had bargain ships ner would no 
longer need a subsidy to stay in competition with foreign shippers ? 

Mr. Pascu. It depends on the extent of the bargain. If the bargain 
were sufficiently good perhaps that kind of a situation could be brought 
about. Itis just a matter of degree. Bargain ships today just do not 
exist. 

Mr. Casey. I have no further questions. 

Thank you, sir. 

The Cuatrman. Mr. Johnson. 

Mr. Jounson. I would like to develop another phase. In our 
economy today in America, we are greatly concerned with the influx 
of foreign-made goods even to the degree now of foods. 

On page 10, you state very definitely that ratemaking is more or less 
developed in the marketplace presumably after conferring with the 
shipper and often the consignee. 

In the foreign market, to what degree is that policy pursued which 
adversely affects our own producers in America whereby you do favor 
them substantially ratewise ? 

If I may elaborate further, you brought out substantially reduced 
rates for Annapolis Yacht Yard and the Owens Illinois Glass Co. 
You have not stated, however, as to cases in which your conference 
favored the foreign shippers and I would like, if you could elaborate, 
to know to what degree they have shown favoritism. 

Mr. Pascu. I am not sure, Mr. Johnson, that I understand your 
reference to foreign shippers. 

Mr, Jounson. As to the importing of foreign goods into the United 
States of America, certainly there have been negotiated rates un- 
doubtedly with foreign shippers, and I want to know to what degree 
has that been carried out by your conference ? 

Mr. Pascu. There have been some instances when we were ap- 
proached by an exporter located in a foreign country who wished 
to sell his merchandise in the United States. When I say “ap- 
proached,” I mean approached directly. We have carried on our 
negotiations with them directly either by a visit on the spot or by 
correspondence. 

Generally speaking, the imports into this country to the extent that 
rates need to be negotiated are determined by negotiation with the 
importer here in the United States because, as a general rule, the 
freight charges on merchandise coming into the United States from 
our areas is collect, that is, it is paid in dollars in the United States 
following discharge of the vessel. 

Mr. Jounson. Naturally, the importer would like to get a favorable 
rate, to meet the competition of the American-made goods, would he 
not ¢ 

Mr. Pascu. Well, I do not recall that that has ever been advanced 
as an argument. Except for some few items, such as coffee, which 
we do not produce and which is duty free, practically everything that 
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comes into this country is subjected to a duty and I am quite certain 
in my own mind that no adjustment in transportation charge would 
or could possibly be sufficient to meet a competitive condition between 
imported goods and goods locally produced. 

I think the only basis upon which we could be approached, the 
only basis upon which we would be willing to recognize the validity 
of an approach for an adjustment in rate is strictly transportationwise. 

Mr. Jounson. I ask you how can the American producer, whether 
of goods or even food products, determine or find out what favorable 
rate a foreign competitor is receiving from your conference? 

Mr. Pascnu. All he has to do is pick up the telephone and ask or 
all he has to do is write in to us and say, “I would like a copy of your 

tariff.” 

Mr. Jounson. Would you make that available to one who is per- 
haps not shipping with you? 

Mr. Pascu. Anyone can purchase our tariff. 

Mr. Jounson. But that is a special rate you are giving to a foreign 
shipper ? 

Mr. Pascu. We have no special rates, Mr. Johnson. 

Every time we make a rate it is in the tariff and is there for the 
public and the world to see. 

Mr. Jounson. You spoke of one for the Annapolis Yacht Yard 
and for the Owens Illinois Glass Co. You gave a substantially re- 
duced rate, did you not ? 

Mr. Pascu. Yes; but it is our practice once we adopt a rate or 
change one to make it effective 3 or 4 or 5 days hence. 

The purpose of that little hiatus is to permit us to put that rate 
into the tariff and to get it into the mail to every holder of our tariff 
so that everybody gets news of the initiation of the new rate at the 
same time. 

Mr. Jounson. So that if the yacht yard is located in Brazil and 
there had been a negotiated rate that would be made known to any 
importer in America or company in America which wanted to get 
that information ? 

Mr. Pascn. That is correct. 

Mr. Jounson. May I ask as to how rates compare north and south ? 
We had testimony where there is a great variation in the North At- 
lantic trade between eastbound and westbound traffic. 

Would you elaborate as to the north-south traffic and whether there 
is any substantial fluctuation between whether goods are northbound 
or southbound? That is dealing with light goods. 

Mr. Pascu. We have practically no situation comparable to that 
which exists in the North Atlantic trade with respect to, say, auto- 
mobiles. There is very little merchandise imported from the coun- 
tries which we serve which is the same as merchandise which we ex- 
port to them with the exception, not the single exception but the 
only exception I can think of at the moment, in any significant 
volume, of tobacco. 

We do bring into this country considerable quantities of Havana 
tobacco. We export practically no tobacco to Havana excepting in 


cigarette form, so that I can think offhand of no situation comparable 


to that. 


Mr. Jonnson. I have no further questions. 
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Mr. Ray. Mr. Chairman, may I ask one question ? 

The Cuarrman. Yes. 

Mr. Ray. You spoke of the practice of admitting to a conference 
any line which applied which gave promise of stability and financial 
resources and so forth. 

In other fields in which we under law find that competition is not 
desirable, we establish regulation by a governmental agency, having 
authority to issue certificates requiring the one who wants to get into 
the business to obtain a certificate somewhat along the lines of the 
test that you apply. 

You would leave regulation of that kind to the conference entirely, 
I take it? 

Mr. Pascu. Yes, I would. 

Mr. Ray. You would determine upon the adequacy of the appli- 
cant’s facilities, his financial structure and so forth and so on, and 
decide whether a new entrant should be permitted. 

Mr. Pascu. That is true except for the fact that we are cognizant 
of an obligation to accept anybody that comes along unless he fails to 
qualify in some significant respect. 

Mr. Ray. But the conference is the judge of that? 

Mr. Pascu. I think the conference should be the judge, Mr. Ray. I 
think that it would be a mistake for the U.S. Government to 
attempt to regulate that in the manner that domestic commerce as you 
explained is regulated because that is another area that I am afraid 
would bring retaliation of the strongest sort from our friends at the 
other end. 

Mr. Ray. I am not trying to argue the merits or demerits but just 
trying to get your position defined. 

That phase of regulation which we have in other fields of transporta- 
tion, you would leave in the hands of the conference ? 

Mr. Pascu. I most respectfully and most strongly urge that that be 
left in the hands of the conference. 

Mr. Ray. I take it that that means that a new company organized 
to engage in shipping would have difficulty in getting the test that you 
would apply. 

Mr. Pascn. I do not think he would be subjected to any undue diffi- 
culty. Those matters can be very simply handled. Today, as a re- 
sult of some unfortunate experiences, when we receive applications 
from a new line, we ask him to comply with several requisites. First, 
we want to be sure of his common-carrier identity, which is important. 

No. 2, we want to know the names and types of vessels which he has, 
their flag, their general characteristics. 

No. 3, we ask that a schedule be projected in writing for at least 6 
months in advance giving the names of the vessels, the frequency of 
service, the port or ports of loading to be served, and the port or ports 
of discharge proposed to be served. 

We want indication of their solvency. If necessary, we ask for their 
capitalization. 

Again, if necessary we ask what part of their capital has been paid in. 

This is all the result of bitter, bitter experience. 

During the past 5 years scme five lines that we admitted to member- 


ship, because we felt we were obliged to take them willy-nilly, sus- 
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pended service ; perforce because often a comparatively short period of 
operation they were unable to meet their bills. é; ; 

Now, that reflected upon us in this respect : To provide an incentive 
for these lines to respect their conference obligations we require that 
each of them post a penalty deposit. That is generally known. After 
two of these lines had disappeared—and I mean just that—in one case 
they had booked some 800 tons of cargo, issued bills of lading, col- 
lected freight charges, and the cargo remained on the dock and no 
one connected with that company could be located. We, naturally, 
were approached by all of the owners of that cargo. It was delivered 
to a conference line. We were asked as to what we were going to do 
about it. Well, we eventually—and I say eventually which indicates 
some considerable length of time—but we promptly arranged to take 
that cargo forward but there were all types of claims against that 
carrier coming from many different sources. Those poe came in 
to us and thought that we had an obligation to make them whole 
out of the penalty deposit that had been put up by the line to guaran- 
tee faithful performance to us. 

Now, as I say, there has been so much of that that we feel we have 
an obligation not only to ourselves but to our shipping public to make 
certain that when we receive an application that application is on 
behalf of a bona fide person or company. 

Mr. Ray. That is all, Mr. Chairman. 

Thank you, sir. 

The Cuairman. Do I understand that the rules of the conference 
are that a penalty deposit is security for contracts a specific line in the 
conference makes with a shipper ? 

Mr. Pascu. No, Mr. Chairman. 

The Cuarrman. To see that the contract is carried out to deliver 
whatever goods the shipper may turn over to that specific line ? 

Mr. Pascn. No, Mr. Bonner; the purpose of the penalty deposit 
is an incentive for that conference line and each of the conference 
lines to respect their obligations to each other under the conference 
agreement and the tariffs and our rules and regulations. 

In other words, if a line should violate or depart from some regula- 
tion by which it is bound as a conference member, our agreements pro- 
vide for a penalty against that line. 

We can reach out for this penalty deposit. 

The CuarrmMan. You went into a situation where shippers delivered 
their goods and paid the freight and the line disappeared, you said. 
Is that what you said ? 

Mr. Pascn. There was an instance of that kind. 

The CHatrMan. The freight was left on the dock ? 

Mr. Pascu. That is right. 

The Cuatrman. I am asking the question, Is the conference bound 
by admitting that line to the conference, to see that that contract is 
fulfilled ? 

Mr. Pascu. No. 

The Cuarrman. What did you do about it ? 

Mr. Pascu. We arranged to take the cargo forward under new con- 
tracts of affreightment. That line had defaulted. 

The Cuatrman. The man paid two cargo charges ? 

Mr. Pascu. Yes, they did. 
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The Cuarrman. Of what advantage to the shipper are the deposits 
by individual members of the conference as security 
“Mr. Pasco. When we take in a new member, let us assume that we 
take in a member who, although we do not know it, is unable to ful- 
fill his obligations as a carrier. The shipper undertakes to use him 
and he goes bad. The conference does not undertake as a conference 
to guarantee the responsibility of each individual carrier. That is 
between the shipper and that carrier. 

The shipper has a choice of all of the conference carriers. If he 
sees fit, based on some approach that is made by the new carrier, to 
use him, he undertakes a contract with that particular carrier for 
those goods. 

The CuHatrman. By your taking him into the conference is that not 
notice to the shippers that this is a responsible carrier ¢ 

Mr. Pascu. No; I think the responsibility is purely a moral one. 
We recognize it as a moral one. We could say, “We have no respons- 
ibility, Mr. United States Steel Co. If you want to use the John Jones 
Steamship Co., that is up to you.” 

We do not feel that way about it. True, there is no legal responsi- 
bility for the other conference lines to pick up the shortcomings of the 
line that has gone bad. 

The CHarrman. What operation was that that went bad? You 
spoke of one. 

Mr. Pascu. There were four of them. 

The Cuarrman. What were they? Who were they? 

Mr. Pascu. Would you object if I supplied that for your later 
information ? 

The CHarrmMan. It is interesting to know that you take that kind 
of character in the conference. 

Mr. Pascu. Well, we took them in because we felt obliged to. We 
were told we had to. 

The Cuarrman. You go on to say that you look up their qualifica- 
tions. 

Mr. ZetenKO. He says he does it now. 

The Cuarrman. Well, is all of the investingation you make now 
the result of this experience ? 

Mr. Pascu. That is right. The recommendation that we make to- 
day is a result of those five experiences. 

The Cuairman. Would it be fair, then, to say that today, once an 
operator is taken into your conference, then the shipper could be 
assured of that operator fulfilling any contract that might be made 
between the shipper and the line? 

Mr. Pascu. I do not think there is any obligation upon us to give 
the shipper that assurance. 

The Cuatrman. I did not say there was. 

Mr. Pascu. But he can feel more secure. We took these people 
in because the Federal Maritime Board has told us time and time 
and time again, “You cannot keep these people out.” That is why 
this recommendation is here. We think there is a basis upon which 
we are justified in keeping people out, based on these experiences. 

The Cuarrman. I have one more thing in which I am interested. 

Where a foreign buyer specifically directs that the cargo he pur- 
chases be shipped on a certain line, you say you have had difficulty 
in ascertaining whether that was a specific directive. 
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Mr. Pascu. No; we have had no difficulty in that respect. What 
we do have difficulty in proving is that Jimmy Fernandez in Colombia 
bought from John Smith up here something on a true f.a.s. basis, a 
piece of merchandise which Jimmy Fernandez was at liberty legally 
and otherwise to take possession of at the f.a.s. point and arrange his 
own transportation, pay his own freight, et cetera. Practically, that 
does not happen. That would be a true f.a.s, sale. If John Smith 
delivers the merchandise at the f.a.s. point and Jimmy Fernandez, 
the consignee, said, “At this point it is mine. I take title to it. I 
will pay you for it. You have nothing more to do with it. I will 
handle my own business,” and he does, that is one thing, but when as 
a matter of convenience Jimmy Fernandez says to John Smith, “I 
want to purchase this f.a.s.” 

The Cuarrman. Would the manufacturer of the goods having been 
a contract signer be exempt in this case from penalty against him? 

You would not object to that transaction ? 

Mr. Pascu. Yes, I would. I would like to find a way around it be- 
cause, whether it is done in that way or whether it is done in the 
manner in which it is done today, Mr. Bonner, the effect is just the 
same, and that is the breakdown of the entire rate structure. 

I am in no position to say to you today that that can be secured by 
thus and so. We have met that condition in the past in certain areas 
through arrangements of our own which I assure you are perfectly 
legal. 

When they were done they had to be done on the spot by agreement. 
I could not sit down with a bunch of fellows in those foreign countries 
to cure a situation like that and then say by agreement, “I have to go 
back tothe United States Government.” 

The CuatrmMan. Did I understand you to say that freight forward- 
ers are parties to shady transactions in respect to that? Did I under- 
stand you to say that in your statement? 

Mr. Pascu. I cannot tell you that the forwarders know these trans- 
actions are shady; when they are they become identified. 

The Cuatrman. Did you not say that the forwarders get an exces- 
sive payment in these transactions ? 

Mr. Pascu. They are paid generally 214 percent or more whereas 
the conference lines pay 114. That is well known. 

The Cuatrman. You say that is well known? 

Mr. Pascu. That is right. 

The CuarrMan. Mr. Catt 

Mr. Cowen. Mr. Pasch, following Mr. Bonner’s questioning on the 
rights of a shipper whose goods were left on the dock or would be 
left on the dock today, he has no legal recourse against the conference, 
does he? 

Mr. Pascu. That is correct. 

Mr. Cowen. That is true even though he is a conference signatory 
and a member of the conference has so treated his shipment ? 

Mr. Pascu. Well, when he signs a contract with the conference he 
signs it with its member lines individually. 

He has the right to use any of them at his own choice. He does not 
sign a contract with the conference in the sense that the conference 
office assumes all this obligation. The conference is nothing but its 
member lines, of course. 
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Mr. Cowen. Certainly. It isa legal entity. But you feel that the 
conference on its rights legally could sue a member of a signatory to 
the conference agreement for liquidated damages if he shipped on a 
nonconference line ? 

Mr. Pascu. Well, that is quite a different situation. 

Mr. Cowen. Well, sir, are you not faced with a unilateral contract ? 
On the one hand the shipper has no legal form of redress against 
the conference, but, if he on his part violates the conference agree- 
ment, then the conference tries to collect liquidated damages. 

Mr. Pascu. I do not think those two situations are comparable at 
all. 

In the first place, there is a contract between a shipper and a con- 
ference line as evidenced by a bill of lading of that line. Now, that 
is not the conference. That is an individual contract between that 
shipper and that individual line. The shipper is under no obligation 
to use that line. 

When it does it does so of its own choice. 

Mr. Cowen. But he has a contract with the conference itself, does 
he not ¢ 

Mr. Pascu. He has a contract with a group of conference lines. 

Mr. Cowen. Yes, sir. And that contract provides no assurance to 
him that space will be provided ? 

Mr. Pascu. It provides in effect that space will be made available 
up to the limit of the ability of the lines on their regular sched- 
uled vessels to give him space. 

Mr. Cowen. But there is no positive assurance to him that his goods 
will be carried ? 

Mr. Pascu. It further provides that, if the shipper should make 
application for space and be denied space on all of the conference 
lines, he can apply to us and give us an opportunity to work out 
space for him. That has been done. 

Mr. Cowen. Yes, sir. 

Mr. Pascu. Now, it seems to me that that is a perfectly proper 
premise. I have heard that question asked here before and I get the 
impression that there is a thought that there should be an absolute 
requirements contract. I am not going to quarrel with that view but 
I do want to make this comment. There are times, they happen infre- 
quently but they have happened and I suppose they will happen 
again, when suddenly along comes a peak movement which nobody 
could anticipate. Here comes several shippers and all of a sudden 
they want to move a tremendous amount of cargo. It could happen, 
for example, because our sister countries to the south all of a sud- 
den announce an increase in duty on a particular product and every- 
body wants to ship everything he has in there right now in order to 
beat that duty deadline. 

The only way that the lines could hope to handle that situation is 
to go out into the charter market and possess themselves of additional 
ships to take care of it. 

Now, in times of peak movement charter ships are not always 
available. Another thing that I think this committee particularly 
should bear in mind is the fact that the subsidized lines may not go 
out into the charter market and pick up a foreign-flag vessel. They 
are restricted to the use of American vessels. So that there is a limit 
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upon the ability of the conference lines, in the event of a peak move- 
ment coming along suddenly, to reach out and possess themselves of 
the necessary additional tonnage to take care of it. 

Mr. Cowen. All right, sir. 

The Cuatrman. To get back to the question, you say this shipper 
made this dual-rate contract with an individual line, not with the 
conference ? 

Mr. Pasco. No. Are you referring now to the case where the 
cargo was left on the dock? 

The Cuarrman. I am referring to the case where the man’s cargo 
was left on the dock after he had paid the freight. Did I understand 
you to say that that contract was made with the individual line? 

Mr. Pascnu. In that case, Mr. Bonner, which was the Haitian trade, 
there was no conference-contract system in effect, excepting on only 
two commodities so that it was not a case of a conference contract. 
When I referred to the contract between the shipper and the indi- 
vidual carrier, I referred to the bill of lading, which is regarded as 
an individual contract. 

The Cuarrman. I will just ask you this question, then, forgetting 
that. The dual-rate contract then is made with the individual line 
of the conference? 

Mr. Pascu. Permit me, please, to put it this way: It is made by 
me as agent for the conference lines and on behalf of all of the con- 
ference lines. It is not made for my account nor for the conference 
office. It is only for the conference lines themselves: The contract 
specifies that the shipper has the right to choose any of the conference 
lines that suit him. He can use one of them all the time if he wishes. 

Now, once he decides to contract with an individual line to move 
a particular parcel of cargo—let’s say 100 tons of steel that he wants 
to get from here to there—he calls the X YZ line and books the cargo. 
When that is done the X YZ line issues him a bill of lading which is 
at one time a receipt for the cargo and a contract of affreightment. 
If anything happens the shipper sues upon that bill of ne be- 
cause that is the contract between him and the carriers of his choice. 

The CuHatrman. But, on the other hand, if the freight movement 
had gone through and the shipper might have shipped on some non- 
conference line, then the line would not assess the shipper for violat- 
ing the conference agreement but the conference would. 

Mr. Pascu. Well, we on behalf of the lines would be authorized 
to deal with that shipper to find out what the circumstances were. 
These things happen frequently, and frequently we get an explana- 
tion which we feel obliged to accept. 

The CHarrMan. So that the contract does not protect the shipper 
both ways, then? 

Mr. Pason. It protects him completely excepting only in cases such 
as I mentioned where he undertook of his own volition to make an 
— contract of affreightment with an individual conference 
ine. 

The Cuarrman. But a member of the conference. 

Mr. Pascu. A member of the conference. 

The Cuamman. And he had signed the contract which covered that 
individual line? 
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Mr. Pasco. No. All he received in the shape of a contract was 
the issuance by the carrier of a bill of lading. 

The CHarrman. I mean when he signed the dual-rate contract. 

Mr. Pascu. Well, we did not have one. There was an absence of 
dual rates in that particular trade at the time on the articles that 
were being shipped. 

Mr. Cowen. To go one step further, is there any occasion legally 
whereby a shipper can sue the conference? 

Mr. Pascu. That is completely a legal question, Mr. Cowen, and 
I would rather refer it to counsel to give you a proper answer. 
Counsel is sitting alongside of me. Mr. Mahoney. 

Mr. Manoney. Would you like an answer on that, Mr. Bonner? 
The only case that I know of where the conference has a legal entity 
and existence independent of its member lines and where it is rec- 
ognized as such seems to be before the Federal Maritime Board. 
Those conferences are generis. When you get into the State courts 
the judges and nobody else know what they are. They were recog- 
nized by the Shipping Act of 1916. Therefore, the Maritime Board 
deals with them as legal entities, but whenever we are sued or on 
those occasions where we bring an action anywhere other than before 
the Maritime Board we are very careful to, and I believe most other 
conferences are careful to, bring an action in the name of the mem- 
ber lines themselves to obviate this problem. 

Mr. Cowen. That is correct, and the conference brings actions in 
the name of the member lines? 

Mr. Manoney. Or those member lines affected. 

Mr. Cowen. The member lines comprising it, but you do not hold 
that your corporate entity when it comes to being sued. 

Mr. Manoney. We are not a corporate entity either for purposes 
of suit or being sued and, as I say, the only place where we have this 
entity relationship is with the Maritime Board. 

Mr. Cowen. You would agree with my terminology a few minutes 
ago that it is a unilateral contract? 

Mr. Manoney. No; I would not agree with that. I think it is a 
bilateral contract all right, but I just answered the question you asked 
about the legal entity, the conference, and whether or not it exists 
apart from its member lines which make it up. That is what I 
thought your question was. 

Mr. ZetenKko. Would you yield for 1 minute? 

Mr. Cowen. Certainly. 

Mr. Zetenxo. If you could bring a suit in behalf of all the mem- 
ber lines for a shipper violating a contract with the conference, why 
could not the shipper bring a suit against all the member lines in- 
dividually for not carrying his cargo for whatever reason where the 
material was laid on the dock and this line folded up. That is the 
point I think we are trying to make clear. It is our impression that he 
cannot. That is what we mean. 

Mr. Mauoney. May I answer that, Mr. Bonner? I don’t want to 
take the stand away from the witness. 

The Cuatrman. That is what we want to clear up. 

Mr. Manonry. Maybe I am oversimplifying it, but I think the 
answer to Mr. Zelenko’s question is that the contractual relationship 
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of shipper vis-a-vis steamship companies always remains subject 
to the bill of lading which Mr. Pasch talked about which repre- 
sents, as I say or as he said, a contract of affreightment. The obliga- 
tions—and they are mutual—are expressed in the individual bills of 
lading. Those vary from member line to member line. Each steam- 
ship carrier has slightly different bills of lading and slightly dif- 
ferent obligations which it assumes and which the shipper assumes, so 
that the mutuality that Congressman Zelenko asks about and that 
you asked about, Mr. Cowen, I think exists always between the steam- 
ship line and the shipper. 

Mr. ZeLenKo. It does not go the other way. In plain language 
the conference can sue the shipper for not shipping with the confer- 
ence, but if the shipper’s material is left on the dock, we are trying to 
find out what recourse he has against all the member lines because one 
of the member lines did not fulfill the contract. He does not have it. 

Without going into the merits of it, does he have it or does he not 
have it? 

Mr. Cowen. Would you yield ? 

Mr. Zetenxo. I yield. 

Mr. Cowen. Is it not correct that neither the conference nor the 
member line obligates itself in any way to the shipper nor agrees in 
any way to perform service ? 

Mr. Pascu. There is agreement to carry that cargo forward. 

Mr. Cowen. But there is no pointblank agreement that you will 
carry it. You do not obligate yourself in any manner legally, do you, 
sir? 

Mr. Pascu. No; I do not agree with that, Mr. Cowen, at all. You 
say we do not obligate ourselves in any manner. Wedo. We obli- 
gate ourselves to a considerable extent. We have lines servicing these 
trades. They are all servicing ships. Please permit me to finish. 

I am alittle country boy with a single-track mind. 

I am a little country boy with a single-track mind. Every one of 
those lines are maintaining regular dependable service. That service 
is there to accommodate the movement of our contract clientele. Those 
services are geared to something more than merely normal movements. 
The only time when they would fail to carry forward cargo are situ- 
ations such as is mentioned here or a peak movement, and we undertake 
in the contract to carry that merchandise. That is the purpose of the 
contract. The only condition under which we say we may not be able 
to carry his cargo is when he has covered all of the lines and none of 
the lines have space for a particular lot of cargo when he wants to 
ship it. 

Mr. Jounson. Will the gentleman yield ? 

Mr. Cowen. Certainly, sir. 

Mr. Pascu. I would like to go further with this explanation. These 
things have happened. Requests have been made upon us pursuant to 
the contract, and when I say “us” I mean the conference oflice, and we 
have been given 48 hours to find space on a vessel sailing within 15 
days. Frequently among the cases that we have had, space has been 
made available. Our people have been impressed with the fact that 
they have an obligation to carry this cargo forward and under unusual 
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circumstances they are obliged to resort to unusual measures in order 
to provide that additional measure of space. 

r. ZELENKO. Would you use this proposed penalty deposit; that 
is, have them put up a certain amount of money? Would you use that 
in a circumstance such as you outline? That is, if a carrier folded 
and could not carry, would you use that money to carry for the 
shipper ? 

Mr. Pascu. No, Mr. Zelenko. The prime purpose of that deposit 
is to guarantee that line’s obligation to the balance of the conference 
and to force compliance with the conference agreement. 

The Cuarrman. I think his obligation under this contract he signed 
should be secured in some way to see that all the lines in that con- 
ference carry out the contract he has signed with the conference. 
I just do not understand any contract that gives one man the ad- 
vantage to set a claim up against the other man and the signatory 
does not have any advantage at all to file a claim under the same 
contract. I just donot understand that. 

Mr. Pascu. Let’s assume there is no conference contract, no dual- 
rate system. 

The Cuarrman. You cannot assume it. In this case there is. 

Mr. Pascu. In this case there was none. The only contract in this 
trade at the time that incident happened was on automobiles and flour. 
If my memory is good, at the time that this incident occurred no auto- 
mobiles were on the dock, nor was any flour on the dock. There was 
a parcel of steel and some other odds and ends making up about 600 
tons. 

The Cuarrman. Let us put it down to a case where your contract 
calls for all cargos and this incident would happen. 

Mr. Pascu. Well, I think if the recommendation that has been sub- 
mitted here can be given effect so that we are in position to take a 
pretty keen look at every applicant that comes to us and satisfy our- 
selves that he is solvent, that he has sufficient capital to guarantee his 
operation for a period in advance, we can come a lot closer if not com- 
pletely close to the point that you have in mind. Under today’s con- 
ditions where we are told by the Federal Maritime Board, “You have to 
take him willy-nilly,” we can’t guarantee his position in the trade. 

The CuatrmMan. Then that deposit put up is just for the benefit of 
the conference itself, not for the benefit of the public or shipper. 

Mr. Pascu. It goes beyond that, Mr. Bonner. 

The Cuarrman. What does it do beyond that ? 

Mr. Pascu. It not only guarantees any expense he may leave behind 
him so far as the conference is concerned but it 

The Cuarrman. If he left the expense with the shipper. 

Mr. Pascu. No; but it acts as an incentive to persuade him to live 
up to the regulation that he has subscribed to when he joined the 
conference. That isin the public interest. 

The Cuarrman. Mr. Johnson. 

Mr. Jounson. I have just one question. Actually the right of the 
conference to maintain a suit has really not been tested in court, 
has it ? 

Mr. Pascn. Again, Mr. Johnson, I would rather refer you to counsel 
if you don’t mind. 
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Mr. Jounson. Can you give me one instance where under breach of 
contract with the shipper actually your conference has sought the aid 
of the court to enforce it ? 

Mr. Manoney. The answer to that is we have not sought the aid 
of the court, Mr. Johnson. 

Mr. Jonson. Is the answer that you are very doubtful as to your 
rights of enforcement or am I incorrect in that ? 

“Mr. Pascu. No. I would like to answer that one, if Imay. There 
have been instances where violations have occurred and settlements 
have been reached by negotiation. It has not been necessary to go to 
court. 

Mr. Jounson. But there has been no court action that you know of # 

Mr. Pascu. That is true. 

The Cuatrman. That is the call of the House. 

You were down in Raleigh at the hearings there ? 

Mr. Pascu. Yes, I was. 

The Cuatrman. Did not C. R. Andrews testify to one contract that 
agreed to carry the goods if it was given to any one member of the 
conference ? 

Mr. Pascu. There has been a pattern of conduct in that trade, Mr. 
Bonner, as Mr. Andrews explained, for the last 10 years during which 
there has been litigation. The contract that that conference has in 
effect today is an evolution of conditions that happened during that 
10-year period. If I were asked to give an opinion it would be that 
the Transatlantic Conference does not have the type of contract 
today which it would like to have. It has the best thing that it has 
been able to manage under adverse conditions. 

Incidentally, if you will permit me, Mr. Downing, you asked me 
a little while ago whether there was any regulation w ith regard to the 
measure of the difference in contract and noncontract rates and I said 
there was not, except commonsense. There is in General Order 76 of 
the Federal Maritime Board a requirement that if we seek to change 
that differential at any time we must apply to the Board for per- 
mission to do so. The regulation does not say we cannot do so but 
we must secure their approval. 

Mr. Downrne. Thank you, sir. 

The Cuamman. Mr. Cowen will read what Mr. Andrews stated in 
Raleigh. 

(The colloquy was as follows :) 

Mr. Cowen. In response to Chairman Bonner’s questions and also to Mr. 
Glenn’s questions relating to the one conference contract where you have the 
10-percent leeway, does that contract run for a definite period of time? 

Mr. ANDREWS. It runs for a 6-month period and it is automatically renewed 
unless the merchant files notice of termination. 

Mr. Cowen. It runs for a definite period? 

Mr. ANDREWS. Six-month period. 

Mr. Cowen. Yes, sir. It has no liquidated-damage clause? 

Mr. ANpREwS. That is correct. 


Mr. Cowen. It also guarantees space to the shipper? 
Mr. ANDREWS. That is correct. 
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‘ Mr. Cowen. I asked further: 
It differs in those three provisions from any other conference contract that 
is now being used, does it not, sir? 
; Mr. Andrews answer: 
In our trades, that is correct. 
The Cuarrman. Those were all of the questions you wanted to ask 
of this witness ? 
Mr. JouHnson. Yes. 
The Cuarrman. Will you return tomorrow morning at 10 o’clock ? 
The staff have additional questions. 
Mr. Pascu. Yes, sir. 
The CuarrmMan. The committee will recess at this time to recon- 
: vene at the call of the Chair. 
: (Whereupon, at 12:10 p.m., the committee was recessed. ) 
: 
bi 
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TUESDAY, MAY 12, 1959 


House or REPRESENTATIVES, 
Sprcran SUBCOMMITTEE ON STEAMSHIP CONFERENCES 
OF THE CoMMITTEE ON MERCHANT 
MARINE AND F'IsHERIEs, 
New Orleans, La. 


The subcommittee met at 10 a.m., pursuant to adjournment, in the 
Old Supreme Court Room, Civil Court Building, Royal and Conti 
Streets, New Orleans, La., Hon. Edward A. Garmatz presiding. 

Present: Representatives Garmatz, Anfuso, Downing, Casey, John- 
son, Mailliard, and Glenn. 

Staff members present: John H. Drewry, chief counsel, and Robert 
H. Cowen, counsel. 

Mr. Garmatz. The subcommittee will come to order. 

It is a pleasure for this Special Subcommittee on Steamship Con- 
ferences to meet here in this wonderful city of New Orleans, the 

ateway to the industrial potential of the South and the Mississippi 
Valley. The Crescent City has long been known for the great strides 
which have been taken by its people in the fields of international trade, 
and particularly their activity in fostering trade with our good- 
neighbor allies to the south. 

e are conscious that this is the greatest cotton port on the face 
of the earth, and that from these docks and wharves the bounty from 
the cotton plantations of the Southland go to all corners of the earth. 

We have found that each segment of our Nation has its own prob- 
lems regarding international trade which are unique to the specific 
area. Our committee felt that it would have been derelict in its dut 
had we not held field hearings where we could benefit by the know]l- 
edge and experience of importers and exporters whose everyday life 
is tied directly or indirectly to our American merchant marine, and to 
the import and export business upon which we are all dependent. 

In the beginning I would like to thank the witnesses who will 
appear before us for giving us of their time and their views and ex- 
periences in helping us arrive at a solution to this problem. 

I think before we call the first witness that, for the benefit of some 
of the witnesses here who may not have met the counsel to the com- 
mittee and the members of the committee, I will say that to my im- 
mediate left is Mr. Jack Drewry, chief counsel of the Merchant Ma- 
rine and Fisheries Committee. 

Next to him is Congressman Mailliard, from California. 

Next is Congressman Glenn, from New Jersey. 

To my right is assistant counsel to the subcommittee, Mr. Cowen. 
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Next to him are Congressman Anfuso from New York, Congress- 

man Downing of Virginia, Congressman Casey from Texas, and Con- 
gressman Johnson from Maryland. 

The first witness this morning will be Mr. J. E. Gould of H. R. 
Gould & Co., New Orleans, La. 

Mr. Gould, will you give your name and title for the record ? 


STATEMENT OF JOHN EVERETT GOULD, SENIOR PARTNER, H. R. 
GOULD & CO., NEW ORLEANS, LA. 


Mr. Goutp. My name is John Everett Gould. The name of my firm 
is H. R. Gould & Co., a partnership, and I am the senior partner. 

Our office and sample rooms are Tocated j in the New Orleans Cotton 
Exchange Building on the seventh floor. 

The business of my firm is entirely cotton—merchants and exporters, 
with emphasis on the latter. My affiliation with the firm dates back 
over 40 years. 

It was at my request that I be allowed to testify at this hearing 
and present my views and those of our organization in regard to the 
question of freight conference. 

At the outset, it may be best to say, or admit, that our views could be 
biased in favor of the small- or medium-sized firms, in which category 
we belong. We never grew big, but have been established since 1896, 
under the same name, and that is long enough to have learned it would 
be extremely difficult to operate our business unless we had uniform 

rates and regular sailings for months in advance. 

A relativ ely small portion of our export trade is done for prompt 
shipment or, what is more often termed, “this and/or next month’s 
shipment.” A larger portion is divided into shipments 3 to 6 months 
in advance, and in some cases for first- and second-half shipment 
and/or sailing. 

In other words, we are very apt to sell not only October, November, 
December sailing, equal quantities, but first and second half of each 
respective month. Surely before the summer is over, we will be mak- 
ing offers and sales for equal monthly shipments, J anuary to June 

1960. The freight rate calculation in effecting such sales would be 
pure speculation, to say nothing as to whether or not there would be 
available tonnage when shipment time arrived. 

I do not imply we should ignore the rate in order to obtain stability. 
Certainly there is no future in such a course. But as a member of 
the Ocean Freight Committee of the American Cotton Shippers 
Association for a number of years, I have found the steamship people 
willing to sit around the table and discuss a downward revision when- 
ever we have asked for such a meeting; maybe we did not get all we 
asked for in each instance, but neither did they get all they wanted 
every time they asked for an upward revision. 

If and when we void or disband the conference contract system, 
the medium and smaller shipper, and there are many of us, will be 
at a distinct disadvantage. The major firms, and the vast majority 
of them also prefer to ‘operate under a contract system, would, of 
nec cessity, have to meet competition by chartering steamers, and bar- 

gaining with large offerings of cargo. I feel quite confident in saying 
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that. I honestly, firmly believe that the largest portion by far of the 
big major firms also want a contract system. 

This would ultimately result in a chaotic condition, besides utterly 
disrupting a regular and efficient service that is so vitally needed. My 
honest conviction is that it would be difficult if not impossible for the 
smaller firm to compete. 

I am no steamship man, therefore I make no effort to delve into the 
technicalities of running a steamship line. But it stands to reason 
the company who provides regular and dependable service will have 
greater costs than one who is under no obligation to have a boat at a 
specified port, at an approximate time, but can go where the cargo is 
offered in greatest volume, and with most ease of handling. 

For the needed service, some premium must therefore be paid. The 
association’s committee hs as tried at all times to keep that premium as 
low as possible. In any event, if it got out of line I believe the major 
firms would be the first to jump the traces, and break up the confer- 
ences. ‘There is no doubt but that the export people of the cotton in- 
dustry have a definite obligation and responsibility to see that U.S. 
cotton can be exported at an ocean freight rate that is reasonable 
in comparison to rates paid by the competitive g growths and to rates 
paid by other commodities. At the same time, the agreed rates must 
be equitable to the ocean carrier. 

I believe this about sums up my views which, condensed, are as 
follows: 

We want stability of rates. 

We need realistic rates that will permit U.S. cotton to move in world 
trade on a competitive basis. 

We must have such rates on which to base a calculation in making 
forward sales. 

It is absolutely imperative that we, like other medium sized and 
smaller shippers, be competitive with larger firms in effecting such 
sales. 

Last but not least, we must have confidence that dependable and 
regular service will be continually available. 

In concluding, I do not believe the claim would be made by either 
the shippers or the steamship people that freight conferences are 100 
percent perfect. Very few things are in this d: ay. For instance, the 
Pacific Coast European Conference is wrong, in my opinion, in 
penalizing the sellers of f.a.s or f.o.b. contracts where the European 
buyer elected to have the cotton shipped on nonconference vessels. 

We would prefer and do try to sell our cotton c.if. or c. and f. 
This is better for us because of cost, time of delivery, et cetera. How- 
ever, when buyer insists, we must sell f.o.b. or f.a.s., and in those 

-ases, cannot control the ocean routing, much as we would like to do so. 
The various gulf conferences, with which we have contracts, do not 
penalize us for something we cannot control. The Pacific-European 
Conference should follow their gulf brothers. 

In this connection I would like to read, gentlemen, the copy of the 
report adopted by the committee on ocean freight of the American 
Cotton Shippers Association, which just met in New Orleans officially 
on May 8 and 9, and this report was made up the day before in com- 
mittee on Thursday and then submitted to the membership on the floor 
for adoption. I am reading not from my statement but from the 
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report of the American Cotton Shippers Association’s committee on 
ocean freight : 


Congress during the past year enacted legislation authorizing use of the dual- 
rate systems until June 30, 1960, on a status quo basis. Hearings by a subcom- 
mittee of the House Merchant Marine Committee are in process to determine 
future legislation. 

In view of these developments we recommend the following : 

First. Although this association has in the past endorsed the conference sys- 
tem and still favors stable ocean freight rates and dependable service, we can- 
not now adopt such a resolution unqualifiedly because of the Pacific Coast Eu- 
ropean Conference’s unilateral interpretation of the present shippers rate agree- 
ment with respect to f.o.b./f.a.s. shipments. 

Second. The American Cotton Shippers Association condemns the arbitrary 
position taken by the Pacific Coast European Conference regarding f.o.b. and 
f.a.s. shipments where selection of the carrier is beyond the control of the ship- 
per. However, we wish to commend the Gulf Associated Freight Conferences 
(consisting of the Gulf/French Atlantic/Hamburg Range Conference, Gulf/ 
Baltic and Scandinavian Conference, Gulf and South Atlantic Mediterranean 
Ports Conference. Gulf/United Kingdom Conference, Gulf/South and East 
African Conference) for their cooperation with the members of this association 
and our foreign customers. The Pacific Coast European Conference should fol- 
low their gulf brothers. 

Third. This resolution should be presented to the subcommittee of the House 
Merchant Marine Committee studying this problem, the Federal Maritime Board 
and all the member lines belonging to the various conferences on which we ship 
cotton. 

In furtherance of the above, we ercommend that— 


(a) We indicate this position to the Federal Maritime Board that several 
of our members have been unfairly penalized by the unilateral interpreta- 
tion of the Pacific Coast European Conference contrary to our position in 
this matter. 

(b) We further recommend that this association should be adequately 
represented at the Federal Maritime Board hearings to be held in the fu- 
ture relating to f.o.b. and f.a.s. shipments. 


I will have to read from this memorandum. It may not be ver- 
batim but this is the sense of what was put in at the meeting. 


Our members are urged to do all they possibly can to sell their cotton on 
cif. or ec. and f. basis as this is most advantageous to the shipper and also gives 
better service, we believe, to the buyer. 

As a result of a meeting yesterday with our friends of the Gulf Associated 
Freight Conferences, and other conferences, we outline below the results of 
that conference: 

1. The existing rates, Gulf Associated Conference Lines, which were lowered 
on January 29, this year, will continue in effect under the present contract until 
July 31, 1960. 

2. We have received the report of the Atlantic Cotton Association regarding 
the reduction in rates from the United States Atlantic ports to Great Britain 
and continental ports but their request for a reduction in freight below the 
gulf rate has not been approved by the carriers. 


That really means nothing as far as this hearing is concerned. That 
is just a difference about shipping cotton from the Atlantic coast. 

It has always been on a basis of all ports regardless of it being a 
little longer from one or the other. 


3. Despite strenuous efforts on our part the Far Hast Conference has again 
refused to meet a corresponding reduction in freight rates which the Gulf Con- 
ference granted on January 29. 

We think it opportune that this particular committee present the following 
endorsement: ‘In harmony with action taken by the association last year, we 
endorse legislation which would provide for licensing of independent ocean 
freight forwarders, and which would further provide for the continuance of 
brokerage payments by ocean carriers to qualified ocean freight forwarders. 
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Without payment of such compensation, in the form of brokerage, for services 
which are also beneficial to carriers, it would mean added costs to shippers and 
to that extent would be detrimental to our foreign commerce.’ 


I read the report in its entirety. 
We respectfully submit the above to the approval of the membership— 


which was done. 

I have only one more concluding paragraph: 

Something else worthy of note is that during the Korean and Suez crisis, 
there was a great demand for space for all commodities, and the lines did their 
utmost to take care of all shippers, including the cotton shippers. Some of the 
lines, I understand, chartered vessels, at a loss to them, to take the cotton, thus 
living up to their moral obligations. To the best of my knowledge and experi- 
ence, the lines were there to take the cotton when the space was tight, and now 
when cargo conditions are poor, the lines still maintain regular and dependable 
sailings. 

I thank you, gentlemen, for the opportunity to express my views. 

Mr. Garmatz. Thank you, Mr. Gould. 

Mr. Anfuso? 

Mr. Anruso. I have no questions. 

Mr. Garmatz. Mr. Downing? 

Mr. Down1nc. How does the Gulf Conference handle these f.o.b., 
f.a.s. sales? 

Mr. Goutp. Weare not penalized forthem. We are allowed to ship 
them if it is dictated by the buyer. If we make an f.o.b. sale or an 
f.a.s. sale the buyer can elect to have that cotton shipped by what 
steamer he elects to do it. If he does not dictate it, then, of course, 
we use the conference line. 

Mr. Downine. Do you have to offer any proof to the conference 
that the buyer made this choice? 

Mr. Gouup. They have never requested it of us, Mr. Downing. I 
think they take our word when we tell them that the buyer wants the 
cotton shipped on a certain line. They have never really made the 
effort to do it. I do not think they felt it necessary, not with our 
firm at least. 

Mr. Downina. Thank you very much. 

Mr. Garmatz. Mr. Mailliard ? 

Mr. Maiuiarp. I have no questions. 

Mr. Garmatz. Mr. Glenn. 

Mr. Guenn. I have no questions. 

Mr. Garmatz. Mr. Casey. 

Mr. Cassy. Mr. Gould, on page 2 of your statement you say, at the 
last full paragraph : 


For the needed service, some premium must therefore be paid. 


Do you consider that you pay a premium for this service ? 

Mr. Goutp. Mr. Casey, I guess possibly that is badly put. All I 
meant by a premium, and I am expressing my opinion since I am no 
steamship man 

Mr. Casey. We want your opinion. 

Mr. Goutp. By a “premium,” if I may use that word, it is merely 
that the lines must get together with the shippers and the shippers with 
the lines and we try to hammer the thing down until we get a rate that 
we think is just in comparison with what is charged for other com- 
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modities and at the same time which gives them some remuneration 
also. 

By premium, I am speaking of the difference of what independent 
lines can come in with and cut under those rates and get the cargo. In 
other words, if it was a tremendous amount it would be ipso facto, 
would it not, too high a rate, but I do not think they cut under those 
rates to any extent, to any tremendous extent, unless it be in some 
special case where they would just get one bit of cargo all at one port 
and be able to come in and wrap it up overnight and take it out. 

Mr. Casey. Are you familiar with what the difference is on the rates 
now in shipping, say, cotton? That is what you are primary con- 
cerned with, is it not? 

Mr. Goutp. That is right; cotton. 

Mr. Casey. Are you familiar with the difference in rate now be- 
tween the contract rate in the conference and the independent rate ? 

Mr. Goutp. I would not say I was familiar with it right at the mo- 
ment. Wego into that, though, when we have these intermittent meet- 
ings with the steamship lines. 

Mr. Casey. I am sure you do. What does the difference usually 
run ? 

Mr. Goup. Well, I would say possibly something like 10 to 20 
points, 30 points, but that would be judged on a basis of how many 
stops they would have to make, how much cargo they would get at one 
port. It would be more in a case like that and definitely less where 
they would have to go around and pick up cotton at a number of dif- 
ferent places. 

Mr. Casey. Whoever is going to carry it, whether an independent 
or conference, they are both going to have to make those stops ? 

Mr. Gout. Not all the time. In getting cotton at one port, Mr. 
Casey, I think lots of times an idependent line can make an agreement 
with one or two shippers. 

Mr. Casry. I understand that, Mr. Gould. What I am talking 
about is what is the usual difference on a shipment of cotton that you 
might have to ship out between the independent rate and the confer- 
ence rate? What does the difference usually run ? 

Mr. Goutp. Mr. Casey, I think if I were to give a direct answer to 
that in a figure it might be misleading. I would put it this way: We 
simply do not get into the difference between the rate that we can get 
from an independent carrier. 

Mr. Casey. It ischeaper on an independent. We know that. 

Mr. Gouxp. It is some cheaper; yes, sir. That, unquestionably, is 
right. 

Mr. Casry. Do you consider that you pay a premium in order to get 
the regular service and the regular sailings with the conference line 
and the stability of rates ? 

Mr. Goutp. If I called it a premium, I would consider that. That 
we probably pay a little bit more than what might be paid at special 
times when we could get out and maybe bargain and hammer down 
some independent line for a cheap rate, at a specific month, per ship- 
ment, but if we got that in that month it would not mean that we would 
be able to sell some cotton for the next month and the month after 
that and still get that same rate. 

Mr. Casey. All right, Mr. Gould. 
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Now, you have been associated with this firm for 40 years; is that 
right ? 

Mr. Goutp. That is right, Mr. Casey. 

Mr. Casey. Were you associated with any other firm prior to that 
time? 

Mr. Goutp. No, sir. 

Mr. Casey. In other words, you have been in this business. It has 
been in your family, I take it? 

Mr. Goutp. That is right. 

Mr. Casry. Has your experience always been with conferences in 
this 40-year period or was there a period in your early days when you 
had no conferences ? 

Mr. Goutp. Oh, there were periods. I remember some periods of 
time when freight rates were terrific. Freights were hard to get at 
all. I remember when we could make a sale when you could get a boat. 

Mr. Casey. That was before you had the conference system. Is that 
right ? 

Mr. Goutp. Probably so, Mr. Casey. You know when you go back 
40 years in the conference system, all I can say is that since I have had 
a great deal to do with that end of the business all my experience has 
been primarily dealing with the conference system. 

Mr. Casry. Are you asignatory toconference agreements ? 

Mr. Goutp. Yes, sir; to the Gulf Conferences. 

Mr. Casey. Tothe Gulf Conferences. Have you ever had any charge 
of violation of that agreement ? 

Mr. Goutp. Not one single time. 

Mr. Casry. Have you ever had any difficulty getting your rates 
adjusted to where you thought they were reasonable ¢ 

Mr. Goutp. In my opinion, no. I think I covered that one part in 
the statement. 

When the association or committee felt at any time that the rate 
could be reduced, we have that in the contract, we can call them within 
a small period of time to meet with us and adjust a lower revision. 
They have the same thing, that they can call us and discuss. 

Mr. Casey. Have you done that ? 

Mr.Goutp. Yes,sir. We have. 

Mr, Casry. Have you been satisfied with the results of your calls? 

Mr. Govutp. Yes,sir. We have gotten them to lower it. 

Mr. Garmatz. Will the gentleman yield? 

Mr. Casey. Yes. 

Mr. Garmatz. How much notice does this particular conference 
give you? 

Mr. Gourp. I think 30 days. I would rather have some steamship 
official answer that. 

Iam told it is 90 days’ notice. 

Mr. Casey. Do you now have independent lines operating on the 
trade routes that you use ? . 

Mr. Goutp. Yes, to some extent, I am sure. We do not go after 
them. 

You see, Mr. Casey, the experience we have, of course, with the in- 
dependent lines is very limited. I must confess that it is very limited 
but we have that experience when we will sell something to a spin- 
ner f.o.b. and f.a.s. and they tell us what steamer they want to take 
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the cotton on. Then we have to get in touch with these people and 
find out when that boat is going to be available, and that has not been 
the most satisfactory experience in the world. It is frequently the case 
that they will not tell you within a number of days soon enough. It 
will be about a certain time and we have found on one or two cases 
when it maybe looked like we would be a day or two late they might 
push that boat forward. Instead of sailing on the 17th they will shove 
off on the 14th or 15th. 

Mr. Casey. All of your mee on eee lines has 
been when it was f.a.s. or f.o.b. and you have been told by your buyer 
to use a particular line, is that correct ? 

Mr. Goutp. That is right, Mr. Casey. 

Mr. Cassy. Do they give any particular reason for the use of that 
line? 

Mr. Goutp. They never have to us. 

Mr. Casgy. Have you made inquiry ? 

Mr. Goutp. I imagine they have probably made some kind of a 
special arrangement, maybe at a little lower rate. 

Mr. Cassy. Have you ever made inquiry to see why they picked a 
certain line? 

Mr. Goutp. No, sir. I have not, Mr. Casey. 

Mr. Casry. Do you feel that there is any need for strict regulation 
of rates? As a shipper, do you think that the Federal Government 
through the Maritime Board should regulate rates more strictly than 
they do now? 

Mr. Goutp. In other words, that the rates would be made by the 
Federal Maritime Board ? 

Mr. Casey. Not necessarily that, but that those rates would be 
more subject to review than diey are now. Are you familiar with the 
Maritime Commission’s authority now with respect to rates? 

Mr. Goutp. Tosome extent I am, Mr. Casey. 

Mr. Casry. Do you have any preference on having some govern- 
mental body or agency review these rates or police them ? 

Mr. Goutp. I would have no objection, Mr. Casey. 

Mr. Cassy. Do you think it is needed? You are a shipper and I 
want to know what you think. 

Mr. Goutp. In my own experience, I honestly and truthfully feel 
that we have been fairly treated and have obtained reasonable rates 
from the conferences that we signed the contracts with, where our 
business is done. 

Mr. Casey. You say on page 3: 

We must have such rates on which to base a calculation in making forward 
sales. 

Do you have a base now ? 

Mr. Govutp. Yes. I would say that we sold some cotton just today 
for October, November, December, January, and February shipment, 
100 bales a month. I know just what my costs are. I think it isa 
reasonable rate. 

Mr. Casey. Your only complaint against the conference system is 
against not the Gulf Conference but the Pacific European Confer- 
ence? 

Mr. Goutp. That is right, Mr. Casey. 
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Mr. Casey. You do not think their practices are in line with those 
of the Gulf Conference? 

Mr. Goutp. That is right. 

Mr. Casgy. I have no more questions. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. Mr. Gould, you classified your firm as small or 
medium. Do you have any evidence of discrimination against small 
firms under the conference system ? 

Mr. Goutp. None whatever. 

Mr. Jounson. To your mn Wiha would there be any fear of re- 
crimination on the part of the conference because of the small firms 
coming in to testify helene this committee ? 

Mr. Gout. I tell you, Mr. Johnson, you have my word. I wrote 
every line of this myself with no assistance from anyone. 

I wanted to testify. I wanted to express my views as what we 
term a “medium sized shipper.” I honestly feel that it would be most 
detrimental to our business and to the trade as a whole unless we 
had stable rates, uniform rates, and a contract system. 

That is my firm, honest conviction. 

Mr. Jonnson. As to your American Cotton Shippers Association, 
is that a democratic organization free for membership small and 
large? 

Mr. Goutp. Yes, indeed, Mr. Johnson. 

Mr. Jonson. You have had no criticism as to its operation ? 

Mr. Gout. No, and I think I can speak with not authority but 
some experience, having served as a member of the Ocean Freight 
Committee of the American Cotton Shippers Association for a num- 
ber of years. 

Mr. Jounson. While we have a special committee on freight for- 
warders, I was rather interested in your suggestion of licensing ocean 
freight forwarders. 

r. Goutp. That really has nothing to do with this hearing. I read 
the statement in its entirety. We cover those sort of questions in our 
report, you see, and when [ read this report I read the whole thing. 

r. JOHNSON. But you do feel that ocean freight forwarders 

Mr. Gouin. Perform a very useful service. 

Mr. JouHnson. But you feel that they should be licensed ? 

Mr.Goutp. Yes, sir. 

Mr. Jounson. Can you give us briefly the basis for that statement? 

Mr. Goutp. Well, Mr. Johnson, I must confess that I would not 
really want to get into a dissertation on this forwarding business. 
There is a lot more to it than maybe what I know but I feel that, as 
far as our firm is concerned, we would much prefer to handle it 
through forwarders than not to do it. 

Mr. Jounson. I have no further questions. 

Mr. Goutp. In other words, I have not gone into this freight for- 
warding business as much possibly as other firms have in the business. 

Mr. Garmatz. Mr. Drewry. 

Mr. Drewry. I have just one question. 

I noticed that you say you prefer to ship c.i.f. or c. and f. About 
what percentage of the export cotton is shipped c.i.f. or c. and f. today ? 

Mr. Goutp. Well, I would not know what the general percentage 
would be but I know in our firm it is a great deal. 
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We really try to push the sales on the basis of c.i.f. rather than 
cost and freight. It is much more advantageous to us. It is a better 
cost. 

When we control the ship and we have cotton sold, say, for October 
shipment, and we are buying this cotton in the fall, in September 
when it is coming to market, if we got this cotton ready and we get 
our credit which is usually provided in the majority of instances in 
plenty of time. we may have that cotton ready on the 6th or the 7th 
or the 8th. If it is, we call up and say, “That cotton coming aboard.” 
We get our money. We stop charge on it. 

Conversely, if we are having difficulty in buying in any specific 
quality of cotton during late September or October, and I am using 
that month but it would pertain, of course, to any month, we can 
wait and pick it up a little at a time and may not have it ready until 
the 17th or 18th. Then we look at a shipping guide and see what 
steamer we could put it on. Maybe there is one getting out on the 
22d. We put it on that boat. We see that there is one not sailing 
until the end of the month. We will take that because it gives us 
more time. 

That is the big advantage of these regular sailings. 

The other advantage, of course, in the cost insurance freight is 
that our cotton is covered with insurance at all times. It is better 
for us not only in the way of being able to select our own steamer but 
it is better for us for country damage claims, cotton that has been 
in the weather is covered by our own insurance and we have no pos- 
sibility of altercation in that regard. 

Another thing that makes it advantageous is the fact that when 
we sell we invariably have a credit open on a New York bank at 
sight with an on-board bill of lading. Even though it is sold f.o.b. 
or f.a.s., we get an on-board bill of lading. 

There is a lapse on f.a.s. Our insurance automatically stops. There 
is a lapse by the time we get the bill of lading and send the documents 
to New York and get final payment for it of maybe 10 days, depending 
on how quickly the New York bank operates. . 

We take a contingent liability on that. If that ship sank at the 
wharf we have to get our money. That is an additional cost. 

So we try our best to push the sales of c.i.f., cost insurance freight. 

I would say that certainly 75 percent of our business is on that 
basis. Maybe the other 25 percent might be equally divided between 
cost freight and f.a.s. 

Mr. Drewry. Thank you, Mr. Gould. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. Mr. Gould, from your statement, you are in favor of 
the conference system as such. Are you familiar with any conferences 
that do not use a dual-rate system ? ; 

Mr. Goutp. My biggest familiarity is with the Gulf Conferences. 
Our cotton primarily goes to England, France, Italy, Holland, Bel- 
gium, and so forth. 

We concentrate in that line of trade. 

Mr. Cowen. And they have the dual-rate system, do they not? 

Mr. Goutp. Yes. 

Mr. Cowen. All right, sir. 

On page 2 here, when you sum up your views— 


which condensed are as follows: We want stability of rates. 
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Can you not have stability of rates in a conference without having 
the dual-rate system ? 

Mr. Gouxp. I do not think so. 

Mr. Cowen. Why not, sir? In both instances is not the conference 
setting the rates? 

Mr. Goutp. Let me get that question better. You mean, in other 
words, that we have a conference but that anybody could use that 
rate and they could also go out and bargain at a special time with 
someone else and still come back and get the conference rate ? 

Mr. Cowen. A conference has the right to set the rates subject to 
approval by the Maritime Board. Why cannot a conference, not using 
the dual-rate system, have as stable a rate as does one which uses the 
dual-rate system ? 

Mr. Goutp. In my opinion, I think it goes back to whether they 
would have to have this one rate that they would give to anybody 
regardless of whether they want and bargained with someone else 
whenever it suited their advantage to get a little lower rate and, if not, 
they would take the conference rate. I do not think there would be 
any good in it. 

Mr. Cowen. All right, sir. 

Your second sentence then is: 

We need realistic rates that will permit U.S. cotton to move in world trade on a 
competitive basis. 

Now, realistic rates supposedly are set by conferences which do not 
use a dual-rate system, are they not? In other words, any conference 
system rates are supposed to be approved by the Federal Maritime 
Board. Therefore theoretically they are all realistic; are they not? 

Mr. Goutp. I daresay they are. You are getting a little technical 
for me now, Mr. Counselor. 

Mr. Cowen. I do not think there is any technicality involved there, 
sir. I think it is a question that in both instances your conference 
makes the rates whether they utilize a dual-rate system or a single-rate 
system. 

Now, to go back to your business, you are a cotton broker or you deal 
in exporting cotton ? 

Mr. Goutp. Primarily our business is exporting. 

Mr. Cowen. Is not the cotton exporting industry treated in a dif- 
ferent manner than is any other industry within this country in re- 
gard to the rates which you are granted ? 

Mr. Goutp. Possibly so, but I would not be familiar with that. 

Mr. Cowen. Well, you do know that your cotton people have the 
right through your so-called ratemaking group or body to sit down 
with conferences and work out rates? 

Mr. Gout. That is right. 

Mr. Cowen. Do you know of any other industry, so-called, that 
has that same right ? 

Mr. Gourp. That I do not know. No, sir. But I know that we 
have done it and I know that we do it, and we have had success with 
it and sometimes we did not. I mean we have gone round and round 
with them at the table to get rates that we thought were realistic and 
would enable us to move the cotton. 

Mr. Cowen. Yes, sir. 








900 STEAMSHIP CONFERENCE STUDY 

Mr. Garmatz. Thank you, Mr. Gould, for expressing your views 
to the committee this morning. They have been most helpful and 
you have been a very fine witness. 

Mr. Goutp. Thank you, very much. 

I am sorry there were some questions that I could not answer un- 
less I had been a steamship man. As I mentioned a while ago, it 
just so happened, and I have the cable to show, that we sold 500 

ales of cotton this morning for October, November, December, Janu- 
ary, February, 100 balesa month. We are going to have a boat ready 
to take that cotton pretty much in time during the month, first half 
or second half. I know what the rate is. We have made the sale. I 
was able to make my calculations. In our business that means a tre- 
mendous amount. It was very good for us. 

Mr. Garmarz. Thank you again. 

Mr. Goutp. Thank you, sir. 

Mr. Garmatz. The next witness is Mr. R. W. Nelson, president of 
the Otis-McAllister Export Corp. of New Orleans, La. 


STATEMENT OF ROBERT W. NELSON, PRESIDENT, OTIS-McALLISTER 
EXPORT CORP. OF NEW ORLEANS, INC., NEW ORLEANS, LA. 


Mr. Garmatz. You may proceed, Mr, Nelson. 

Mr. Netson. My name is Robert W. Nelson. I am president of 
Otis-McAllister Export Corp. of New Orleans, Inc. We are mer- 
chant exporters providing the functions and services of an export de- 
partment to a substantial number of American manufacturers and 
producers of various iron and steel products, galvanized ware, hard- 
ware, naval stores as well as certain industrial chemicals and raw ma- 
terials that are prime necessities for industry. Our export shipments 
are primarily to the Caribbean area, Central and South America and 
the Far East. 

I have been with the Otis-McAllister organization for approximate- 
25 years and my appearance today is in the support of the present 
system of steamship conferences and the dual-rate system, which pro- 
vides a reduction to those shippers who contract to ship all of their 
cargo with the conference lines during the contract period. 

It has been our experience that the present conference method of 
operation has proved beneficial in the following ways: 

1. In peovinitig rate stability and rate protection. 

Stability of transportation rates is very important to an exporter 
because in many trades it is necessary to make sales for future de- 
livery. Conferences have provided this rate stability and it is our 
experience that conference rates normally remain fixed for long 
am which enables us to contract these future deliveries on a 

rm-price basis. A large percentage of our sales include the cost of 
the goods, the cost of ocean transportation, and the marine insurance. 
Under the conference system, competing exporters have the assurance 
that the same rate applies to all who are members of the conference 
so both large and small exporters are all quoting on the basis of 
the same freight rates. 

2. In providing regularity and frequency of sailings. 

We have found that conference lines remain in established trade 
routes, thus providing regular and frequent services from the various 
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ports and this is most important to the development of a steady trade. 
Foreign buyers — fast and regular service and it has been our 
experience, under the conferences, that_we have a system which fosters 
regularity of sailings and we know many foreign buyers who prefer 
to schedule their shipments on those conference lines that do provide 
regular and dependable sailing schedules. 

3. In providing the necessary procedures for a shipper to deal 
with all the lines in a particular conference at the same time in con- 
nection with freight rate problems. 

I can recall several occasions where telegraphic appeals to the con- 
ference chairman have resulted in rapid freight rate adjustments, in 
order to meet offerings from producers or exporters in other coun- 
tries that were based on lower cost of ocean transportation. We were 
able generally to obtain rapid action from the conference, enabling 
us to finalize the business from the American producer. Perhaps the 
conference system does have some faults. Nevertheless, we believe it 
contributes tremendously to the orderly conduct of our export busi- 
ness and we are, therefore, wholeheartedly in favor of the continuance 
of the conferences with the dual-rate system. 

Mr. Garmatrz. Mr. Nelson, most of your statement is very com- 
plimentary, but in the third line from the bottom you say that the sys- 
tem does have some faults. Could you elaborate just a little as to what 
your complaint is ? 

Mr. Netson. Well, I believe most every system that is operating 
today does have certain faults. We do not have utopia here. I think 
there are times when you may have a rate increase or a rate change, 
which action is taken, in my opinion, rather hastily. We would like to 
see more consultation with the merchant exporters with regard to 
changes of this sort. That was my main complaint on that point. 

Mr. Garmarz. Are you notified a period of 30 or 60 days before an 
increase ? 

Mr. Netson. Yes; you have your notice of an increase. We would 
like to see actual conferences take place before those increases are 
actually announced. We think that it would be well for the confernces 
to make more inquiry with the various exporters who are dealing 
in that particular trade, to sound them out first on whether the busi- 
ness will continue or if there is a possibility that you will be losing 
the trade to producers in other parts of the world. 

Mr. GarmMatz. You want closer cooperation ? 

Mr. Netson. Yes. 

Mr. Garmatz. Mr. Mailliard ? 

Mr. Matriirarp. I have no questions. 

Mr. Garmatz. Mr. Glenn. 

Mr. Guienn. I have no questions. 

Mr. Garmatz. Mr. Anfuso. 

Mr. Anruso. I have no questions. 

Mr. Garmatz. Mr. Downing. 

Mr. DowniNa. I have no questions. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Are you a large or small shipper ? 

Mr. Netson. I would classify our company as a small shipper. 

Mr. Casey. Have you lost any business in your trade in Central 
and South America due to rates being increased on you, as you say, 
without conferences on the thing? 











902 STEAMSHIP CONFERENCE STUDY 


Mr. Netson. We feel that temporarily we have had rate adjust- 
ments which appear to us to have reduced the volume of trade on a 
particular item in a particular market. It is very difficult, however, 
to pinpoint exactly the cause and effect of rate changes of some of the 
products that we are exporting. 

Mr. Casry. Then your answer is that you feel that some of your 
volume has been reduced by reason of a rate that does not put you in 
a good competitive position with European markets? 

Mr. Nexson. Yes; temporarily we have had changes like that. On 
the other hand, the costs of their steel, for example, are also changing. 
They have increases and their freight rates are also subject to increase. 
Perhaps on certain occasions our freight rate or our costs of the steel 
are advancing before their prices advance, so that when I indicate that 
temporarily we have lost some trade, we have also found that they 
will revise their prices and in a short period of time we will again be 
in a competitive position. 

Do I make myself clear? 

Mr. Cassy. Are you able to get that business back after you lose it ? 

Mr. Netson. Yes; there are times. 

Mr. Casey. Sometimes you do and sometimes you do not? 

Mr. Netson. There is no final or fixed rule in matters of that sort. 
Prices on these commodities are changing constantly in different sec- 
tions of the world. 

Mr. Casey. Do your buyers usually designate the ships they want 
their products to goon? Yousay, “We know many foreign buyers who 

refer to schedule their shipments on those conference lines.” Do your 
uyers pick the lines they want: to ship on? 

Mr. Netson. Quite often our buyers will indicate a preference in the 
routing of their cargo and if it is possible for us to accede to their re- 
quest, we certainly do so. 

Mr. Casey. Do you ever use any nonconference lines? 

Mr. Nextson. No, sir. We are using conference. 

Mr. Casry. You are signatory ? 

Mr. Netson. We are signatory to all these conference agreements 
in the area we serve. 

Mr. Casey. There are independents operating in the trade route that 
you use; are there not ? 

Mr. Netson. In some sections there are; that is correct. 

Mr. Casey. Do you think they have any effect on seeing that you 
get reasonable rates from the conferences, or do you think you would 
get them anyway ? 

Mr. Netson. That is a pretty difficult question. In the main, if we 
have price problems in selling some of our products and we think that 
it is caused by freight rates that are high, we go to the conferences with 
our reasons why we feel adjustments should be made. 

_Mr. Casry. They have a blank which you fill out, do they not, and 
give your reasons why you want an adjustment in your rate? 

Mr. Netson. Our procedure in the past has been to simply apply 
by telegram. There is nothing wrong with that form. 

In other cases, we have applied for revisions by letter. 

I am not familiar with any particular forms that you speak of. 

Mr. Casey. Have you ever had occasion to appeal to the Maritime 
Board by reason of the conference refusing to give you an adjustment 
to which you thought you were entitled? 
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Mr. Netson. No, sir. 

Mr. Casey. Have you ever felt that you should take further steps 
ona particular freight rate ? 

Mr. NELSON. No; we have not. 

Mr. Casey. In other words, you have been satisfied with the ad- 
justments that have been made ‘in your particular shipments? 

Mr. Netson. That is correct. 

Mr. Casey. I have no further questions. 

Mr. Garmatrz. Mr. Johnson. 

Mr. Jonson. As merchant exporters, is your company signatory 
to the conference ? 

Mr. Netson. That is correct. 

Mr. Jonson. Assuch, you feel legally bound to fulfill that contract 
with the conference ? 

Mr. Nexson. Yes. 

Mr. JouHnson. What is your feeling as to the obligation of the 
conference to your company after you become a signatory to a con- 
tract ? 

Mr. Netson. Well, their primary obligation is to provide regular 
service to the ports served in that ‘particular conference and also to 
pick up the cargo at the different ports in the gulf where the merchan- 
dise would be available. 

We have, for example, certain trades where the cargo can be made 
available either at Houston or Mobile or New Orleans and we expect 
the service to be available at the different ports and also to cover the 
ports im the foreign countries. 

We also feel that there is an obligation to provide regular service 
at frequent intervals. 

Mr. JoHnson. In the event that there is a breach on the part of the 
confernece in fulfilling what you have stated, do you feel that you 
have a legal redress against the conference? 

Mr. NEtson. We have never had any examples or cases where we 
feel there has been a breach of contract. 

Mr. Jounson. To your knowledge, do you know of any litigation 
that has resulted in securing damages against a conference for breach 
of any specific provision or terms rof the agreement ? 

Mr. Netson. I do not recall any. 

Mr. Jounson. As merchant exporters, you secure a commission, do 
you not, from the companies that you represent / ? 

Mr. Nerson. Actually we are principals in all of our obligations. 
We purchase the merchandise outright. 

Mr. Jounson. You have title? 

Mr. Netson. We take title to the goods and we sell it in these differ- 
ent areas depending on what terms are required, but it is our responsi- 
bility for securing payment of the goods. 

Mr. Jounson. Do you share in any commission from a steamship 
line as a forwarder ? 

Mr. Netson. No, sir. We do not. 

Mr. Jounson. You do not. 

I have no further questions. 

Mr. Garmatz. Mr. Drewry. 

Mr. Drewry. Mr. Nelson, in reply to Mr. Casey’s question you said 
you classified yourself as a small concern. What w ould be your aver- 
age dollar volume per year in your exports ? 
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Mr. Netson. Well, it would vary. 

Mr. Drewry. Can you give just a very general figure ? 

Mr. Netson. It would vary between $3 million and $6 million per 
year. 

Mr. Drewry. What prepditten of your business is f.o.b. and what 
proportion c.i.f. or c. and f. ? 

Mr. Nerson. Under today’s conditions, we are called upon more and 
more to offer practically all the goods that we sell on a c.i.f. basis. I 
think that at least 75 percent, possibly higher, of our sales are all on a 
a c.i.f. basis. 

Mr. Drewry. You say you are called upon more and more. Why 
would that be true? What brings about the change? 

Mr. Nerson. All exports today are exceedingly competitive and with 
many articles that previously were salable on a basis where you offer 
f.o.b., the foreign importers now like to know exactly what their costs 
are right down to the penny, and therefore they request and are usually 
able to secure c.i.f. quotations. 

Mr. Drewry. That is all, Mr. Chairman. 

Thank you, Mr. Nelson. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. Mr. Nelson, how many conferences are you signatory 
to, sir? 

Mr. Netson. I do not know exactly, Mr. Cowen, but we are signa- 
tories to all in the Caribbean and those serving Central and South 
American ports and also to those for the Philippine Islands. 

Mr. Cowen. You are familiar with the usual conference contract, 
are you not, sir? 

Mr. Netson. Yes, generally. 

Mr. Cowen. Does any contract that you are a signatory to guaran- 
tee and obligate the conference to carry your goods? 

Mr. Netson. I am not familiar with the exact contract. 

Mr. Cowen. That is all, Mr. Chairman. 

Mr. Garmarz. Are there any other questions? 

Thank you very much, Mr. Nelson. 

Mr. Netson. Thank you. 

Mr. Garmatz. Mr. John Ramoneda, of Ramoneda Bros., New Or- 
leans, La. 

All right, Mr. Ramoneda. 


STATEMENT OF JOHN RAMONEDA, SENIOR PARTNER, RAMONEDA 
BROS., NEW ORLEANS, LA. 


Mr. Ramonepa. I am a senior partner of the firm, Ramoneda Bros., 
established in 1880 and engaged in manufacturing and exportin 
staves to foreign markets, principally England, Spain, Portugal, 
et cetera, and I am very happy to make a statement in behalf of the 
conference system of shipping. 

I recommend to have the dual rate because the large shipper as well 
as the small are treated alike, they receive the same kind of service, 
and it is up to the shipper to choose which way he prefers, conference 
or nonconference lines. 

In our exporting of oak staves which our firm has been engaged 
in for the past 75 years, experience has shown us that a unification of 
ocean rates is beneficial. It is a very important factor because the 
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foreign buyers will know the cost of transportation, being equal rates 
to every shipper. On the other hand, if we do not have a regularity 
of freight-rate stabilization, it will upset the quotations on goods 
offered for export. 

Also a good steamship service as offered by the conference lines is 
very essential, and more so at present, since foreign buyers most of 
the time require import and/or dollar licenses to pay for the goods. 
Licenses being good for only a specific period of time, it will fare a 
risk to the exporter if we do not have a dependable and regular serv- 
ice. Conference lines provide this efficient service with frequent sail- 
ings to England, Spain, et cetera, thus enabling us to make our ship- 
ments in line with the specifications of time granted in the import li- 
cense of the foreign buyer. 

In conclusion, I will say that I recommend to have a conference 
dual system of rates because we can depend on an efficient service and 
cooperation from the conference steamship lines. 

I appreciate this opportunity to express our opinion about the con- 
ference, and I will be glad to answer any other question that the com- 
mittee wishes to be informed. 

Mr. Garmatz. Mr. Ramoneda, how much business do you do in a 
year. Also I was wondering if you could elaborate just a little more 
on what happens to these staves. 

Mr. Ramonepa. I would say maybe 60 percent of our exports go to 
Spain and about 35 percent to England, and soon. 

Mr. Garmatz. These are staves for barrels? 

Mr. Ramonepa. That is right; whisky barrels and sherry wine. 

Mr. Garmatz. I asked about the volume of business that you do. 
Roughly how much business do you do in a year? 

Mr. Ramonepa. You mean in dollars or tons? 

Mr. Garmatz. Either one. 

Mr. Ramonepa. I will say we ship about an average of 3,000 tons 
a year. 

Mr. Garmatz. Mr. Anfuso. 

Mr. Anruso. Do you have much competition in your business? 

Mr. Ramonepa. From forign countries, yes. 

Mr. Anruso. Do you have competition in this country ? 

Mr. Ramonepa. We have competition, of course. ‘There are other 
exporters, too. There are several other people engaged in that 
business. 

Mr. Anruso. Here in New Orleans? 

Mr. Ramonepa. Well, not in New Orleans. Yes; there are one 
or two in New Orleans and outside in other cities. 

Mr. Garmatz. Mr. Downing. 

Mr. Downing. I have one question, sir. 

Mr. Ramoneda, have you received a reduction in rate for the 
freight rate of your staves recently ? 

r. Ramonepa. Yes; we applied for a reduction and we got it. 

Mr. Down1na. When did you get that reduction ? 

Mr. Ramonepa. Well, about 2 or 3 months ago, but in several other 
occasions in the past years we asked for a reduction and we have been 
tendered one. 

Mr. Downine. You remember that when we talked to you in the 
fall you were complaining a little bit about the freight rate for staves. 
Do you recall that ? 
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Mr. Ramonepa. I never complained about the rates but I know on 
several occasions when we asked relief for our rates most of the 
times we have had them comply with our request. 

Mr. Downtna. Did you make this request yourself or was it 
through some association ? 

Mr. Ramonepa. Myself. 

Mr. Downrna. When was this rate reduction granted ? 

Mr. Ramonepa. Well, about 2 or 3 years ago we had a reduction 
in rate. 

Mr. Down1ina. You said you had received a recent reduction. 

Mr. Ramonepa. Recent. I will say a long time ago they advised 
me about the rates to Spain, you see. 

Mr. Downina. I do not understand, Mr. Ramoneda. When did 
you get your last reduction in rates? 

Mr. Ramonepa. The last reduction in rates was maybe 4 or 5 months 
ago. The stave business has been very quiet lately on account of the 
lull in the situation in Spain, on the other side. 

We asked if we can get a little lower rate, so that we can give a 
lower price. They took that into consideration and they granted 
a little reduction in the stave rates. 

Mr. Downine. What I am getting at is, did you receive your reduc- 
tion in rates after we talked to you or before we talked to you? 

Mr. Ramonepa. Well, when was it you came here, about? 

Mr. Down1ne. In December. 

Mr. Ramonepa. In December. No. Before December already 
they took that into consideration because I already asked to have a 
reduction in rates. I told you that Spain was very quiet and if we 
can have a little reduction im rates it will help to build up the busi- 
ness again. And they listened to me and said, “Well, we are going 
to consider that.” 

Mr. Downtnea. Do you think that Mr. Cowen and I talking to you 
had anything to do with you getting a reduction in rates? 

Mr. Ramonepa. No, I do not believe so, because 2 or 3 years ago 
I had a reduction also. 

Mr. Down1ne. You do not think it had anything to do with it at 
all ? 

Mr. Ramonepa. No; because 2 years ago I asked for a reduction 
and it was granted, too, so this has nothing to do with your visit here. 

Mr. Downrne. All right. Thank you, sir. 

Mr. Garmarz. Mr. Glenn. 

Mr. Guenn. Mr. Ramoneda, how many conferences do you. belong 
to? 

Mr. Ramonepa. To two. 

Mr. Guenn. Do you come in contact with them very often ? 

Mr. Ramonepa. Well, whenever I have occasion when I have a 
proposition, when I think it is time to talk about freight rates, then 
I go to see the conference. Otherwise it is no use. If we have a 
normal rate and good service, I have no use to see the conference 
unless I ask for something. 

Mr. Guenn. That is all. Mr. Chairman. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Mariurarp. Mr. Ramoneda, where are your principal foreign 
competitors ? 

Mr. Ramonepa. Foreign competitors? 
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Mr. Maaiirarp. Yes. 

Mr. Ramonepa. Well, Yugoslavia is one. The Middle East is an- 
other one. 

Mr. Maiuiiarp. Do you know how your freight rates out of the 
gulf compare with freight rates to the same ports of your competi- 
tors? 

Mr. Ramonepa. No. 

Mr. Maruuiarp. How do you decide that you should go to the con- 
ference and ask for a reduction in rates. 

Mr. Ramonepa. Well, when I feel that business is quiet and I am 
asking some assistance for the freight so th: at we can have a little 

reduction of freight so that I can give the price a little lower. 

Mr. Mariu1arp. I gather that most of your business is done by you 
selling in the foreign market rather than the buyers buying here. 

Mr. RamonepA. We produce the staves ourselves and export our- 
selves. In other words, we manufacture the staves and export them 
ourselves. 

Mr. Maru1arp. Then is the determining factor in your volume of 
business the delivered price in the marketplace abroad? 

Mr. Ramonepa. What do you mean, the average price? 

Mr. Maruurarp. Your type of product has two principal markets, 
is that correct ? 

Mr. Ramonepa. Two, three, or four, and every market is different. 
The size of the staves are quite different. We make maybe 50 varie- 
ties of staves, different lengths and different thicknesses and differ- 
ent weights because ev ery foreign market has their own way. So it 
is not only one product. It is several different lengths and quali- 
ties and everything. 

Mr. Maiuuiarp. Then do you make those to specification on order? 

Mr. Ramonepa. They are all from the other side. We know the 
specification required for the different markets. 

Mr. Matuurarpv. Do you just make that type of product and then 
try to sell it competitively or do you have the order before you manu- 
facture? 

Mr. Ramonepa. Well, we manufacture right along even if the mar- 
ket is kind of quiet because we know that later on or someday we 
will be able to sell because we know the requirements over there and 
the sizes and everything. 

The question is maybe sometimes the situation of the dollar, the 
dollar situation on the other side, if they get the license to make the 
sale, but we produce with the hope that ‘someday we can have the 
sale. 

Mr. Marii1arp. Now as competitors, you mentioned the Middle 
Kast and Yugoslavia. Do you have to compete with them on a 
straight price basis or is it quality that you can sell ? 

Mr. Ramonepa. Quality and price, both. Quality and price. 

Mr. Maru1arp. It would seem to me that, with those producers 
closer to the market, they would have an advant: age over you unless 
you made a very superior product. 

Mr. Ramonepa. We have a good product here. 

Mr. GLENN. Will you yield amoment ? 

Mr. Mariurarp. Yes. 

Mr. Gienn. How long do your barrels last ? 
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Mr. Ramonepa. Well, there are two kinds of barrels. One is for the 
cellar, to age, for instance, sherry wine which will stay maybe 50 years 
or 100 years. 

I sold barrels in Spain 100 years old for big cellars. 

Mr. Gienn. Does it depend on the kind of whisky you put in them? 

Mr. Ramonepa. Over there it is sherry, not whisky. Of course, our 
thick barrels are about 2 inches thick, and they are a magmagesicn oak 
timber, a high-grade quality of timber which should be perfect grain, 
no defects. Those are to age the — over there. 

Now, for the export they use a lighter stave, 1 inch or inch and a 
quarter thick only, so it depends on what is the use. 

Mr. Mariui1arp. How much of your business is export as compared 
with domestic ? 

Mr. RamonepA. One hundred percent. We export everything. 

Mr. Marixiarp. You do not sell anything ¢ 

Mr. Ramonepa. We do not sell anything here. All our customers 
are across on the other side, 100 percent in the whole business. 

Mr. Marurarp. I think it is quite remarkable that you can compete 
with obviously lower cost producers elsewhere. You do not send any 
of your good staves to my State of California for wine? 

Mr. Ramonepa. No. We donot make domestic staves. 

For all our business, our firm has been in the export business 100 

ercent. 
. Mr. Downrna. Will the gentleman yield ? 

Mr. Marixit1arp. Yes. 

Mr. Downrna. Is not one reason for the fact you are able to do so 
well that you have the wood over here whereas they do not have it over 
there? 

Mr. Ramonepa. Well, Europe buys staves from other countries, too, 
you know. We are not the only ones to ship the staves over there. 
They make staves even in Germany nowadays. They make them in 
the Black Forest, a lot of staves going to France and other countries. 

Mr. Garmatz. Mr. Casey. 

Mr. Cassy. Are your rates on staves the same regardless of what 
the staves are going to be used for after they reach their destination 
or do they distinguish? Do you ship any for barrels for olives? 

Mr. Ramonepa. We ship staves for whisky to England, and the rate 
is the U.K. rate. 

The Spanish Mediterranean is another rate, of course. We ship 
to Japan, for instance, at a different rate, of course. 

Mr. Casey. I know that; but do they base their rate on what the 
staves are going to be used for? 

Mr. Ramonepa. No. It is a rate on the staves. That is all. 

Mr. Casey. We heard a complaint, if I recall correctly, in New York, 
of a whisky-importer association stating that the manufacturers that 
they dealt with raised a little cain because they had charged a higher 
rate because the staves were going to be used for whisky rather than 
for something else. In other words, they fixed the rate on the basis 
of the use of the staves. 

Do you know anything about that? 

Mr. Ramonepa. No. 

Mr. Casey. I have no further questions, Mr. Chairman. 

Mr. Garmatz. Mr. Johnson. 
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Mr. Jounson. Were you requested by any representative of a con- 
ference to appear here today ? 

Mr. Ramonepa. No, sir. 

Mr. JoHnson, You were not? 

Mr. Ramonepa. I am doing that of my own will. 

Mr. Jounson. Now, in this 75 years you have been engaged in busi- 
ness, I presume your firm has at some time or times operated without 
the conference system. Is this true? 

Mr. Ramonepa, Well, do you mean without a conference system? 

Mr. Jounson. Without the conference system. 

Mr. Ramonepa. Well, this was maybe many years ago. You are 
talking about 30 or 40 years ago, a long time ago. 

Mr. JoHnson. But at no time in recent years have you been without 
the conference system ? 

Mr. Ramonepa. We prefer to ship with the conference lines because 
we have got the service and we can depend. When we have a boat 
next month we know that next month, the 15th, the boat is here, ready 
to load, and if you go nonconference lines you never know when you 
have a boat and when you have the service. 

Mr. Jounson. My point is that if you never had the experience or 
ooccasion to ship other than by conference lines, how can you state 
that only through the conference line can you get the stability and the 
benefits that you have set forth in your statement ? 

Mr. Ramonepa. Well, I believe that if you have the service in ship- 
ping it is no use to go elsewhere; no use to move. 

Mr. Jounson. But have you made any attempt to go elsewhere 
through independent lines ? 

Mr. Romonepa. I have not attempted and I will never do it because 
I know what is these tramp lines, tramp boats. They publish a boat 
and then they cancel, and you do not know where you are. 

Mr. Jounson. But I ask you again, if you have not experienced 
such a situation, how can you affirmatively state that there would be 
a difference there ? 

Mr. Ramonepa. I feel that we got good service and I do not think 
that we have to move when we are satisfied with the service. 

Mr. Jounson. I have no further questions. 

Mr. Garmatz. Are there any other questions? 

Thank you very much, Mr. Ramoneda. 

Mr. Ramonepa. Thank you. 

Mr. Garmatz. Mr. T. R. Spedden, chairman of the Committee on 
Relations With Steamship Lines, Forwarding Agents, and Foreign 
Freight Brokers Association of New Orleans. 

You may proceed, Mr. Spedden. 


STATEMENT OF T. R. SPEDDEN, CHAIRMAN, COMMITTEE ON RELA- 
TIONS WITH STEAMSHIP LINES, FORWARDING AGENTS AND 
FOREIGN FREIGHT BROKERS ASSOCIATION OF NEW ORLEANS, 
LA. 


Mr. Sreppen. My name is T. R. Spedden. I am sole owner of the 
freight: forwarding firm of T. R. Spedden. 

My testimony today will be on behalf of the Forwarding Agents 
and Foreign Freight Brokers Association of New Orleans, my posi- 
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tion with this organization being chairman, committee on relations 
with steamship lines. 

I have been associated with the port and shipping interests of New 
Orleans for over 40 years, have been connected with the U.S. Shipping 
Board, the Board of Commissioners of the Port of New Orleans, the 
Cotton Stabilization C orp., the American Cotton Cooperative Associa- 
tion as well as in my own freight-forwarding firm for the past 21 
years. Members of our association totaling 30 forwarders represent 
many shippers and receivers of cargo throughout the United States, 
and all of us desire stability of ocean freight rates as it protects our 
customers whether they be small or large, all receiving the same rates 
and equal treatment from the conferences. U nder the conference 
system, contract rates give them fair and equitable rates over reason- 
able periods of time, and if conditions warrant. a ch: inge, such ana 

‘an be effected within a comparatively short time. 

My own firm happens to represent a large number of shippers who 
export cotton to all parts of the world, and I know of no better ex- 
ample than to point out the ratemaking system employed by the con- 
ferences in conjunction with the Ocean Freight Committee of the 
American Cotton Shippers Association. This is a case where the 
shippers and the committee from the conferences get together once 
a year or more often, if required, and fix the rates to the various desti- 
nations for the new cotton season. With one or two exceptions, 
every cotton exporter in the United States is a contract signer, and 
there are many receivers abroad that are likewise signers of the cotton 
contract with the conferences. By this system, American cotton ex- 
porters can quote c.i.f. rates that they know will not be changed for a 
given period of time, and should such change be necessary, they will be 
given due notice and ample opportunity to protect any bids they 
might make. 

As freight forwarders, it is absolutely essential that fixed and 
dependable sailing dates be available at regular intervals as it is the 
duty of the freight forwarder to dispatch shipments on steamers 
scheduled to sail in conformity with the demand of the shipper’s 
letter of credit and also to suit the availability of the cargo in question. 

On the basis of our experience, we believe that Congress must en- 
act appropriate legislation permitting conferences to ‘enter into pa- 
tronage contracts or other reasonable tying arrangements with ship- 
pers, otherwise conferences will dissolve or become so weak that the 
stability of ocean freight rates and the dependability of the confer- 
ence-line service will be replaced by rate wars and preferential treat- 
ment for favorite shippers. While it is a recognized fact that the 
conference system may not be perfect, it is going to be necessary to 
have some kind of a tying system of rates to provide the necessary 
incentive for shippers to supply the regular lines with cargo so as to 
permit the lines to give fair and equitable 1 ‘ates over an extended 
period. 

It is my understanding that all nations now, with the exception of 
the United States, have legalized the deferred-rebate system, and while 
not advocating same it might be well for your committee to consider 
something along these lines. The deferred- rebate system to foreign 
my Sense well give them an advantage in price over our shippers. 

I do not believe that cutrates result in increased trade. I rather think 
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fair and stable rates over a period is much better and some system 
should be in effect which will accomplish this whether it be the con- 
tract or noncontract system or something else. 

In order to regularly serve a wide range of ports with vessels spe- 
cially adapted for the trade, steams ship lines need a guarantee of con- 
tinuous shipper support and protection against competition offering 
spasmodic service.. It is the history of ‘the merchant marine that 
where stability of rates exist, services become more regular and fre- 
quent, and faster ships are introduced with special equipment to serve 
the peculiar need of individual trades, but to make these improve- 
ments and maintain regular service, steamship owners must be able to 
count on a steady flow ‘of commerce at stabilized rates. 

It is a known fact that stabilized rates and services are a great deal 
more important to shippers weer any temporary rate advantage they 
might obtain during a rate war. The Shipping Act of 1916 prohibits 
unjustly discriminatory rates bet ween shippers and the giving to any 
particular person of any undue or unreasonable preference. ‘The dual- 
rate system protects the shipper who cannot afford to depend on an 
uncertain freight market for the regular movement of his goods. 

There is a considerable outside competition from the gulf t 
European destinations. These are a great number of lines w ho come 
over with steel, automobiles, and other cargo and take what they can 
going back to Europe. To this extent, the contract system has not 
stopped competition, but it has helped to stabilize a situation, and in 
my opinion without the conferences and tying system, no one would 
gain. 

I have said the conferences are not perfect, but they are much better 
than nothing at all. I think the conferences should have more rela- 
tionship with shippers, small or large. Take them more in their con- 
fidence—let them, the shipper or shippers, individually as well : 
organizations, if they have them, appear before the conferences to 
express their opinion as to their requirements. Such a practice has 
been in effect in the Gulf Conferences for a long time. We have heard, 
however, that some conference chairmen apparently have unlimited 
authority to try rate matters or have interviews only with shippers- 
this is not right. The shippers should at all times have access to dis- 
cussions with the full conference me mbership or with committees. 

I have heard that years ago the Federal Maritime Board’s repre- 
sentative attended conference meetings. I do not advocate this, but 
the Federal Maritime Board should be better equipped to handle 
informal and formal complaints, expediting the latter and even at 
times instituting investigations more than they have in the past. The 
Federal Maritime Board should in my opinion watch activities of the 
conferences and the ratemaking practices of nonconference lines. Gen 
erally speaking, our clients are kept posted promptly of rate changes 
made by the conference, such information being immediately given to 
shippers by the conference as well as the steamship lines and members 
of our association. We, of course, deal with American lines as well 
as foreign lines, and I think the latter, while in the majority, in most 
cases view rates from the standpoint of getting business, and I also 
feel that the American lines have much influence with these foreign 
lines, and if the conference were abolished, and there was no other 
tying-in system, the situation would be very bad. 
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I can recall that during such crisis like Korea and Suez that the con- 
ference lines provided tonnage to take care of such a situation by pro- 
viding increased liner service while the nonconference lines were more 
or less interested in taking attractive cargo at high rates. 

Steamship conferences are organizations of competing international 
ocean carriers offering to the public generally to operate over fixed 
routes on regular schedules regardless of the fluctuation in cargo offer- 
ings, at rates that offer equal opportunities to all and special privileges 
to none. 

_In any conference, there is vigorous competition ; that is, competi- 
tion where each member line tries with better ships, more efficient per- 
sonnel, more frequent sailings, more advertising and all other elements 
of good service to win shipper patronage for itself. 

in conclusion, on behalf of our industry as well as our customers 
who have favored the conference system, we recommend that Congress 
be urged to enact on or before June 30, 1960, legislation permitting 
steamship conferences to protect their members against nonconference 
competition in order to assure continuance of fair rates and adequate 
service to the shipping public of the United States. 

Mr. Jounson. Mr. Chairman, a point of inquiry. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. To what degree are we going into the question of 
forwarding agents or are we going to restrict our questioning entirely 
to the question of the conference system ? 

Mr. Garmatz. We want to try to stay on the conference discussion. 
We do have the other committee handling the freight-forwarding 
legislation and I am sure they can take care of that situation. We 
will try to stay with the conference system and dual-rate system. 

Mr. Spedden, on page 3, you say : 

There is a considerable outside competition from the gulf to European 
destinations. 


You say they take back whatever cargo they can get. 

I believe in Raleigh we heard of another case showing that that 
same thing exists. 

Mr. Speppen. That is right. 

Mr. Garmatz. You also state, on page 4: 

We have heard, however, that some conference chairmen apparently have 
unlimited authority to try matters or have interviews only with shippers—this 
is not right. 

[ think we have had some testimony where a lot of the shippers would 
like to see the chairman of the conference have more authority so 
that they could get quicker rate action. 

Mr. Sreppen. After all, the conference chairman is merely an em- 
ployee of the steamship lines themselves and they are there to repre- 
sent each steamship line who is a member of the conference, and the 
shippers who pay the tolls ought to have a say in meeting with the 
whole committee not with the conference chairman necessarily because 
I have seen cases and heard of cases where the conference chairman 
really makes the rate and everything else. That is not right. 

Mr. Garmatz. How long do you think it would take to get the 
conference group together to hold a meeting ? 

Mr. Speppen. It may be unwieldly but down here in the gulf we 
have no trouble doing that. They call meetings on short notice and 
they all have a representative there very quick. 
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Mr. Garmatz. Mr. Mailliard. 

Mr. Maituiarp. Mr. Chairman. 

At the top of page 3, Mr. Spedden, you mention briefly the de- 
ferred-rebate system. 

Mr. Sreppen. Yes. 

Mr. Maru1arp. You say you are not advocating it but we — 
to take a look at it. Do you not think that there would be grea 
risk if we permitted the deferred rebate? Do you not think that 
there would be great risk of under-the-table rebating operations that 
might be very damaging ? 

Mr. Speppen. Well, of course in most foreign countries the rebate 
system has been in effect for a long, long time. Shippers agree to 
_ their products with certain steamship lines and at the end of the 

var they get 10 or 15 percent of whatever the case may be in the 
Sonn of arebate. That is common practice all over the world except 
in the United States. 

In order to compete with such an organization as they have abr ul 
we must have something to offset that. We call it the dual-r 

system here. 

"Mr. Martrrarp. I understand that, but I just wanted to see if y 
had any opinion because it occurred to me that at least as long 
there exist dollar shortages in certain trades and where foreign lines 
may be willing to make extra concessions to get shipments that are 
paid in dollars it would almost invite stretching a legalize d deferred- 
rebate system to a little extra on certain kinds of shipments and it 
seems to me that we might open up something that might be hard t: 
handle. 

Mr. Sreppen. It possibly would be hard to handle but on the othe 
hand you have to fight fire with fire and for our exporters to con iste 
with foreign exporters we have to follow the same lines that they do 

Mr. Maiiiiarp. You mention later in your statement that you think 
our American-flag lines that are in these conferences have a beneficial 
effect on the policies of the conferences. 

Mr. Sreppen. That is right. 

Mr. Marrirarp. Again have you any opinion as to whether a de- 
ferred-rebate system ‘might be more advantageous to the foreign lines 
than it would be tothe American lines? 

What I am getting at is that we have very strict control over our 
lines which other governments do not exercise, so that we would be 
in a position to penalize or enforce whatever rules there were against 
our own lines and in a relatively poor position to enforce the sa 
oe of the foreign lines. 

Mr. Spreppen. Frankly, I think our system is more aboveboard 
th 1an any thing they have abroad. 

Mr. Mamuiarp. That is precisely the point I am getting at. I hate 
to think of us jumping into the fire. 

Mr. SpreppeN. We come out and say to a shipper, “You can sign 
or not sign the contract. It is up to you. You get your refund when 
you sign the contract. In other words, you get the lower rate.” 

Mr. Matiurarp. That is precisely my point and, since you raised 
the question of the deferred rebate, I wonder whine it would not be 
extremely difficult to enforce compliance with the nondiscrimination 
requirements of the law with the rebate system. 
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Mr. Sreppen. It probably would be, especially today when foreign 
exchange is so difficult to handle. Of course, dollars are in great 
demand everywhere. You can be a rich man in Brazil but cannot 
buy a pack of American cigarettes. A dollar there is a very valuable 
thing. If you could rebate in dollars on that kind of a trade, it would 
be terrific. 

Mr. Mariur1arp. That would be my fear and I wanted to see whether 
you thought the point was justified. 

Getting to page 4 of your statement where you say “the conferences 
are not perfect,” we have heard this before and we are in a position 
where somewhere along the line we are going to have to get specific 
about what we should do. 

I would like to get an opinion from you as to whether, if we do 
specifically legalize the contract-tying system, we should legislate 
greater supervisory authority for the Maritime Board. 

Mr. Spreppen. Well, I do not believe in too much supervision over 
anything. Sometimes it goes too far. 

Mr. Marrurarp. How far should we go? I am asking you. 

Mr. Spreppen. As I mentioned in my statement, the Maritime Board 
could do a little more than they have done perhaps in that connection. 

At the present time, all the conferences do is file their rates with 
the Board. All lines are required to dothat. They could take a little 
more interest in this thing than they do, I believe. 

Mr. Mamut1arp. If I may try to keep this on the track, our problem 
is what should we put in the law, not what they do but what should 
we say they should do? 

Mr. Sreppen. I think you should tell the Maritime Board that they 
should supervise these conferences in a manner that would guarantee 
the continuance of fine shipping services to the public and at the 
same time rates that are equal to those abroad. 

Mr. Maruurarp. I think we would have to be a little more specific 
than that if we were to write a piece of legislation. For example, do 
you think it would be desirable to require Maritime approval of 
rates ? 

Mr. Spreppen. No, I do not think that would be necessary because 
there is too much involved. 

Mr. Marmuiarp. Then as a shipper or representing shippers, would 
you say that we ought to give them specific authority upon complaint 
to suspend a change in rates ? 

Mr. Sreppen. You may have something there. 

Mr. Maruiarp. In other words, the rate is filed and they do not 
have to approve or disapprove but, if somebody complains, they might 
be given the authority to suspend the change until they had an oppor- 
tunity to investigate it? 

Mr. Sreppen. I think the Maritime Board might have that author- 
ity already. Iam not sure about that. 

Mr. Mamuiarp. They are not very sure, either. 

Mr. Sreppen. I do not think they are either, perhaps, but they 
should have something like that, in my opinion. : 

Mr. Mainuiarp. Getting down to some more specifics, do you think 
there ought to be greater shipper participation in the deliberations 
that lead to rate changes? 

Mr. Sprppen. I certainly do. 
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Mr. Maruurarp. Should we require that by law? 

Mr. Srepven. I think it ought to be specified probably in the law 
that when rates are changed the shippers involved who are interested 
in certain commodities will be consulted along the lines of some kind 
of a conference with these shippers so that they can have a voice in 
the matter. They have to sell the goods and know what it takes to 
sell it. 

Mr. Mariu1arp. What do you think it should be, to notify the cus- 
tomers and give them the opportunity ? 

Mr. SreppeN. You see, most different types of business have organi- 
zations like the lumber association or the cotton association or « carbon 
black association and so on. They represent the trade as a whole in 
those particular commodities. There may be a few outstanding items 
that have no associations and I think, just like the stave people, for 
example, that Mr. Ramoneda just spoke about, when any shipper is 
confronted with a situation where the rate quoted will not permit him 
to do the business, it does not take him long to go to the conference 
and tell them that. 

Mr. Matutarp. I have one other point. What would be your 
opinion as to requiring by law that where there is a criticism that 
the contract must have specific conditions and be applicable for a 
specific length of time? 

Mr. Speppen. Well, I think the contract is applicable for a specific 
length of time now. 

Mr. Marturarp. Some of them are. 

Mr. Spreppen. Maybe so, but most of them down here are. 

Mr. Mattu1Arp. What is your principal commodity that you handle 
as a forwarder ? 

Mr. Sreppen. As a forwarder, we handle principally cotton, naval 
stores, staves, machinery—everything, practically, 

Mr. Martarp. I think it has been’ quite clear from the testimony 
that cotton is in a rather unique position, being a very large volume 
export commodity, so that the associations have gotten together and 
worked out a system, but this might not apply to people with a little 
less economic power than the cotton shippers. 

Mr. Sreppen. In my own firm, for example, we represent some large 
firms in Venezuela who send their orders up to the States and we get 
a copy of them. As a matter of fact, we pay the freight from the 
inland territory to the foreign country and we use the conference 
lines entirely because we can get a ship every day practically. These 
goods keep rolling in to us all the time. 

Mr. Maitxi1arp. As forwarder you do not have to sign contracts? 

Mr. Sreppen. No, sir; but what I am trying to point out is that 
our receiver has never asked us to ship anything except on conference 
vessels. 

Mr. Mariir1arp. But you would not be bound at all? 

Mr. Sreppen. Not us, no. We always use the shipper’s name in 
shipping. Do not forget that. He is a conference contract signer. 

Mr. Marirtarp. You never act as consignor ? 

Mr. Sreppen. No, sir. 

Mr. Mariurarp. So that to that extent at least you are theoretically 
more disinterested than those that are direct parties to his contract, 
or you ought to be? 
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Mr. Speppen. That is right. 

Mr. Maruiarp. That is why I am taking the trouble to try to get 
your advice on what kind of rules and regulations we ought to set 
up around this system if we say it is definitely legal. 

I have one more thing. 

We have heard discussions about the problems of the f.o.b. and 
f.a.s. shipments. Do you think we eke to insist that those be 
excluded from any contract system ? 

Mr. Speppen. I am of the opinion that a buyer of goods in a foreign 
country has a right to ship them any way he sees fit. He is paying 
the whole cost. 

Now, I was speaking about this shipper we represent from Vene- 
zuela. He buys all his goods f.o.b. plant, maybe in Chicago, Aurora, 
or any place up in the central part of the country, and we ship them 
on down. You certainly could not stop him from doing that. 

We happen to select the steamship line which it moves over, but 
we take the first ship that is available for these particular goods. 
We play no favorites. 

Mr. Mariitarp. But if he specified that he wanted to transport it 
by a nonconference line, is that the way you would ship it? 

Mr. Sreppen. Right. 

Mr. Matuurarp. Now, what kind of a bind would you get in if the 
person from whom he purchased was a contract signer? 

Mr. Sreppen. You would not ship in the contract signer’s name. 
You would ship in the receiver’s name. 

Mr. Marrrirarp. So that in this altercation that has taken place with 
the Pacific European Conference, you think that there is an instance 
where a conference has gone too far in trying to apply the contract ? 

Mr. Sreppen. I do not think they can control that. It is an un- 
fortunate thing in a way because, after all, most of these shippers, 
especially of cotton, when they make sales f.a.s. or f.0.b. steamer, 
still have to get an on-board bill of 1: iding so they can get their money 
from the New York bank and there is a lapse of time there when 
they have to carry insurance, as Mr. Gould pointed out. 

I think the best system of selling cotton—and I spent some 7 years 
in the cotton business— is on the c.i.f. basis. 

Mr. Maruirarp. This may be true of cotton. There are other com- 
modities that are customarily sold f.o.b. and f.a.s. 

Mr. Sreppen. Of course. 

Mr. Matrirarp. What I am getting at is in that instance, do you 
think we should establish in the law that a contract signer who sells 
a shipment f.o.b. or f.a.s. shall not be held in violation of his contract 
if his customer requires the shipments on a nonconference line? 

Mr. Speppen. I think that, sir. 

Mr. Matiurarp. That is all, Mr. Chairman. 

Mr. Garmatz. I want to ask one question. 

You say here: 


I have heard that years ago the Federal Maritime Board’s representative at- 
tended conference meetings. I do not advocate this * * * 


On the other hand, you say: 


the Federal Maritime Board should be better equipped to handle informal and 
formal complaints, expediting the latter and even at times instituting investi- 
gations more than they have in the past. 
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You goon to say that, 


The Federal Maritime Board should in my opinion watch activities of the 
conferences and the ratemaking practices * * * 

Could some of those things be accomplished if you had someone 
from the Maritime Board present at your conference meetings ? 

Mr. Sreppen. It may be necessary for a Federal Maritime Board 
man to be at some of these conference meetings. It might be a good 
thing. 

Mr. Garmatz. Here you say you do not advocate it. 

Mr. Speppen. I do not say I do not advocate it. It did happen 
some years back down here. They might gain a lot of knowledge by 
attending some of these conference meetings. 

Mr. Garmatz. But you do not advocate it ? 

Mr. Spreppen. I am not going to advocate it. That is a matter for 
the Federal Maritime Board to decide themselves. They can do it 
if they want to. They have to approve all these conference agreements. 

Mr. Garmarz. Mr. Glenn. 

Mr. Guienn. Do you know of any freight forwarders that actually 
belong to conferences # 

Mr. SpEDDEN. No, I cannot say that I do. I believe in the old days 
some freight forwarders did sign conference contracts. We never did 
sign any. I do not know offhand. After all, the freight forwarder 
is not a shipper. He is just a go-between. 

Mr. Guenn. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Anfuso. 

Mr. Anruso. Mr. Spedden, forwarding agents and freight brokers 
by and large reflect the wishes of the shippers, i is that correct 4 

Mr. SpEDDEN. Generally speaking, a shipper will take his forward- 
ing agent’s advice in connection with shipping matters. 

Mr. Anruso. Are all forwarding agents and brokers in favor of 
the conference system ¢ 

Mr. SpeppeN. Our association is. I can only speak for that. 

Mr. Anruso. Do you know of any association that 3 is opposed to it ? 

Mr. Sreppen. I have not heard of any. 

Mr. Anruso. Have you heard of any individual agents or brokers 
who are opposed to it ? 

Mr. Speppen. No. 

Mr. Anruso. To your knowledge, are shippers by and large in 
favor of the conference system ? 

Mr. Sreppen. The ones we represent are. 

Mr. Anruso. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Downing. 

Mr. Downrna. Mr. Spedden, on page 3, you say : 

The deferred rebate system to foreign shippers could well give them an advan- 
tage in price over our shippers. 

Mr. Sreppen. That is right. 

Mr. Down1ne. Could you spell that out? 

Mr. Speppen. I mean we will say a shipper in Germany was bidding 
against a shipper in America on a piece of goods, we will say, for 
delivery to Argentina, the same kind of equipment. Where he is 
getting a rebate in freight and our shipper is getting nothing, he has 
an edge. 
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Mr. Downine. But if he is on a deferred rebate, the shipper in 
Germany is paying the full price, is he not ? 

Mr. Sreppen. He gets 10 percent back at the end of the year. He 
knows that when he makes his bid. 

Mr. Downina. But our shipper on the dual rate is not paying that 
additional price. 

Mr. Sreppen. But do not forget this: The rate in German marks 
may be entirely different than the rate in American dollars. 

Mr. Downtne. But that would not have anything to do with the 
system of deferred rebate as opposed to the dual rate. 

Mr. Sreppen. No, it would not have any bearing on that except that 
the landed price might be different in Argentina. 

Mr. Down1ina. Granted, but I still do not see the particular ad- 
vantage of a deferred rebate system over a dual rate system other 
than it tends to tie the shipper in tightly. 

Mr. Sreppen. I will describe it to you this way: In the first place 
99 percent of the shippers in this country sign the conference con- 
tracts. There are very few of them that do not that I know about. 
That rate is the established rate and is used for quoting c.i.f. rates for 
landed goods anywhere in the world. They do not get anything back 
on that. It is all there in the very first instance, whereas in Ger- 
many they can quote on the going rate and knowing that they are 
going to get 10 percent. back at the end of the year, for example. 
Now, the going rate in Germany is probably the same as the Ameri- 
can rate or lower possibly. 

Mr. Downrtne. I can see that if the freight rates are lower in 
themselves that the deferred rebate would probably be better. 

I will let that pass, Mr. Spedden. Thank you very much. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Mr. Spedden, do you have any other suggestion for 
what you might consider a reasonable tying arrangement other than 
the contract or dual rate system, or the rebate system ? 

Mr. Speppen. No. Frankly, I have given this thing a lot of thought 
over the last 40 years and I know of no solution any better than the 
present system that we have. If there is anybody that knows any, I 
wish they would come forward and tell us about it, but I have never 
found one. 

Mr. Casey. When you said you believe that Congress ought to let 
them enter into patronage contracts or other reasonable arrangements, 

ou do not know what they are but, if anyone thinks of one, you are 
in favor of it? 

Mr. Speppen. That is right. Congress may think of one that I 
cannot think of. 

Mr. Casey. On page 3, in the last sentence in the second paragraph, 
you state: 


The dual rate system protects the shipper who cannot afford to depend on an 
uncertain freight market for the regular movement of his goods. 

You know there are conferences that have no dual rate system? 

Mr. Sreppven. I have heard of that. 

Mr. Casey. Do you think the dual rate system is necessary to give 
this certainty of rates and regularity of movement? 
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Mr. Speppen. Of course, down here in the gulf, with the exception 
of Scandinavia, U.K., and South Africa, we have no conferences that 
do not have the dual-rate system. 

Mr. Casey. I understand that. 

Mr. SpreppENn. Therefore, I have not had much experience with any 
such conference, but if we did not have the system down here we 
would not have regular scheduled sailings. 

The situation would be so bad that you would not know what you 
were doing half the time in the shipping business. 

Mr. Casey. Now, the dual rates are not the thing that gives you 
that regularity of schedule, are they? It is the conference agree- 
ment of the ship lines themselves in a conference that gives you that? 

Mr. Srreppen. The conference gives you that but I do not think the 
conference could exist without the dual rates, so that one is dependent 
upon the other. 

Mr. Casry. You know that there are some existing without dual 
rates? 

Mr. Sreppen. I understand that, but I am talking about the prin- 
cipal conference in the gulf. 

Mr. Casey. In your opinion, you think that the dual rates are 
necessary for the conferences to exist ? 

Mr. SreppEN. You either have to have that or a rebate of some 
kind. 

Mr. Casey. Which do you think is the realistic rate on this dual 
rate system? Do you think the contract rate or the noncontract rate 
or the independent rate is the realistic rate ? 

Mr. Sreppen. The contract rate is the realistic rate. That is the 
only rate, in my opinion, that is realistic, the contract rate. 

Mr. Casry. You state in conclusion that you are making this state- 
ment— 
on behalf of our industry as well as our customers who have favored the 
conference system * * *. 

Do you have some customers that do not favor the conference system ? 

Mr. SpeppEn. I am talking about our own firm now. 

Mr. Casey. That is what you were speaking for. You said: 

As well as Our customers who have favored the conference system. 


Do you mean all 6f your customers ? 

Mr. Sreppen. We do no shipping any other way. 

Mr. Casey. All of your customers favor it ? 

Mr. Sreppen. That is right. 

Mr. Casey. On this dual rate, do you think that in order for a 
shipper to enjoy the lower rate which you say is the realistic rate 
that he should be required to ship 100 percent with the conference? 

Mr. Sreppen. I think so, yes, sir; because, after all, the conference 
lines are providing the ships, giving the service at regular scheduled 
sailings. That is all you can ask for in the shipping business. 

Mr. Casey. You think he ought to be required then and be bound 
to ship 100 percent, not 90 percent or 95 percent, but 100 percent, in 
order to have this realistic rate ? 

Mr. Spreppen. I think so. If it did not have something like that, 
the man who is rendering this regular service could never replace 
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ships or keep his ships modern if he did not have some assurance of 
or guarantee that he is going to get the business. 

Mr. Casry. Do you think someone who just comes along and is not 
a contract signer should be penalized and pay an unrealistic rate? 

Mr. Speppen. When somebody comes along who is not a contract 
signer, it has been my experience we tell them, “Do you want the 
contract or noncontract or do you want to sign a contract? It makes 
no difference to us. We will do anything you want. We are your 
agents.” 

J have never seen one that does not sign a contract. 

Mr. Casey. In other words, this is an ax, is it not? 

Mr. Sreppen. No. 

Mr. Casry. You say the realistic rate is the contract rate. 

Mr. Speppen. That is right. 

Mr. Casey. And then it is compulsory, if a man does not want to 
pay a penalty for shipping his goods, to sign that contract? 

Mr. Sreppen. I would not call that a penalty. 

Mr. Casry. If your contract rate is a realistic rate, it would be a 
penalty, would it not? 

Mr. Sreppen. That is not a penalty because if he did not like the 
contract he could still go to some independent line and get maybe an- 
other rate if he wanted to ship that way. 

You do not have to ship by the contract system. Nothing is com- 
pulsory. 

Mr. Casry. Suppose all the independents are run out ? 

Mr. Sreppen. Let me give you a little story about that. 

I happened to look up my sailing list for April. We had 247 
conference sailings scheduled for April from the port of New Orleans. 
There were less than 15 nonconference sailings. Those sailings were 
only to various scattered places. So we would be in a terrible fix if 
we did not have the conference lines. We would not be in business. 

Mr. Casry. That is right, because practically all of your major lines 
belong to the conference, do they not ? 

Mr. Speppen. Yes, sir. 

Mr. Casry. You soon run out these 15 and you have 100 percent 
conference. Thatis the only way you can ship. 

Mr. Speppen. Yes. 

Mr. Casry. Do you think there is any danger of them raising their 
rate since they have all the business and you could not ship otherwise 
if you wanted to? 

Mr. Speppen. There is no danger if you follow the procedure I sug- 
gested of giving the shippers themselves an opportunity to discuss 
these rate matters with the conference. They are the ones that have to 
sell the goods. If you cannot sell the goods, the lines get nothing. 

Mr. Casey. Of course, the cotton industry is a big industry and they 
fill these ships up and they have their association, kind of a union, 
so to speak. 

Mr. Speppen. There are a lot of small cotton shippers, you know. 

Mr. Casry. I know, but nevertheless it is on that one product, cot- 
ton, and the rate is there and so they have to give it to the little cotton 
shipper even if he does not belong to the shipping association. 

Mr. Speppen. That applies to other commodities as well as cotton. 

Mr. Casry. We have had some complaints of some who said they 
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belonged to no such organization, had no such organization that they 
could join, and they have asked for rate adjustment where there was 
no independent line, and they just ignored them. 

Mr. Sreppen. I have never run into anything like that. 

Mr. Casey. Back to your point about the Board, where you say you 
think they have the right now to knock these rates down, the only 
thing they have the right to do is disband the conferenee ? 

Mr. Sreppen. They can do that. 

Mr. Casey. Do you think they would disband the conference fox 
some fellow who just shipped barrel staves, for instance, and had a 
small business, not a large business like this gentleman we heard this 
morning? Do you think the Board would take the drastic action of 
disbanding the conference on one item? 

Mr. Sreppen. I do not think they would but I have never heard of 
a case where the conferences down here have not listened to the 
small man. 

Mr. Casry. We have. 

Mr. Speppen. Well, of course, you get disgruntled people in every 
kind of business. That is possible. 

Mr. Casry. Do you think the Maritime Board should have the 
authority, whenever they do not cut down to what they think is 
realistic, to cut it down for them ? 

Mr. Speppen. I think the Maritime Board should certainly have 
the authority to look into such a matter as that and, if there is any- 
thing wrong in their opinion, to instruct the conference to correct it. 
They ought to have that much power. 

Mr. Casey. If they did not correct it, then what would happen? 

Mr. SpEppEN. As you say, disband the conference. 

Mr. Casey. But they are not going to take that drastic step on one 
little incident. 

Mr. Spreppen. Not likely, but they could do it. 

Mr. Casry. Ought they not have something in there to make that 
rate reasonable ? 

Mr. Sreppen. I think the Maritime Board has the power or ought 
to have the power to tell the conference that the rate is too high. 

Mr. Casry. They have the right to tell them that but they have 
no action to make them roll their rate back other than to disband 
the conference which is a very drastic step. 

Mr. SreppeNn. Do you not think that steamship lines who are sub- 
ject to the authority of the Maritime Board would roll them back 
if they were asked todoso? Ido. 

Mr. Casry. Not where you have possibly only one American line 
and, say, seven foreign lines, I do not. 

Mr. Spreppen. I know, but do not forget the American Govern- 
ment can control foreign shipping that comes to these shores. They 
can push them out or bring them in under the Maritime Act. 

Mr. Casgy. Now you are talking about another very drastic step. 
What would happen to our ships when we got to their country ? 

Mr. Speppen. The same thing. It would not work. 

Mr. CasEy. They are not going to take that kind of drastic step. 

Mr. Sreppen. I do not think they will. 

Mr. Casry. Do you think the Board ought to have something in 
between these drastic steps to assure that the rates are reasonable 
if we wind up with nothing but conference shipping ? 








922 STEAMSHIP CONFERENCE STUDY 


Mr. Sreppen. I think that is the way you will probably wind up 
anyway, to be frank. 

Mr. Cassy. That is what I am afraid of and I want to know what 

regulation we ought to have when we get to that point. 

Mr. Sreppen. As I say, you have regulations in other forms of 
transportation. You could have the same thing in shipping. 

Mr. Casrey. Do you think we ought to have something like the 
Interstate Commerce Commission ? 

Mr. Sreppen. I am not in favor of anything like the Interstate 
Commer ce Commission. 

Mr. Casry. As we have on railroad rates ? 

Mr. Sreppen. The railroads have that and they are kicking about 
it already. It is not working for them very well now. Therefore, I 
would be very reluctant for the Maritime Board to have the same 
authority. 

Mr. Casey. You do not have any suggestions on any in-between 
measures or any in-between authority that the Board might have ? 

Mr. Sreppen. I do not have any at the present moment, but when 
Congress gets ready to bring up the bill, 1 might have something at 
that time. 

Mr. Caszey. Would you be kind enough to favor us with any ideas 
you have ? 

Mr. SreppveNn. I would be glad todo that. 

Mr. Garmarz. Mr. Johnson. 

Mr. Jounson. Mr. Spedden, a short time ago the Isbrandtsen Line 
became active in the cotton shipping trade offering substantially lower 

rates. You are familiar, of course, with that per iod 2 

Mr. Spreppen. Yes. 

Mr. Jounson. As forwarding agents, do you have occasion to use 
the nonconference line ? 

Mr. Speppen. We have used Isbrandtsen lines or what they call 
the Amerind Shipping Co., in the gulf when sales are f.a.s. or f.o.b 
when it is controlled by the foreign consignees. 

Mr. Jounson. Can you state whether, in your opinion, the inter- 
vention of Isbrandtsen did bring lower freight rates to your cotton 
trade? 

Mr. Speppen. I do not think so. 

Mr. Jonnson. Well, is it not true that when your so-called price war 
was in effect that the conference lines reduced their rate? 

Mr. Sreppen. I think you are talking about a case on the Pacific 
coast not the gulf. I cannot speak except for the gulf. I am only 
speaking about what happened down here. 

The conference established the rates with the American Cotton Ship- 
pers Association and, generally speaking, the independent line was 
around 10 percent under. 

Mr. Jounson. Confining it, then, to the gulf, there was no change 
in rates brought about through the Isbrandtsen activity ? 

Mr. SpEppeN. No; I dono think so. 

Mr. Jonnson. As a forwarder, are your commissions the same with 
the conference and nonconference systems ? 

Mr. SreppeN. No. Our commissions with the conference lines are 
just about one-half of what they are with the nonconference lines. 

Mr. Jounson. Is it not the tendency, therefore, of your forwarding 
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agents to patronize the nonconference lines because of the higher rate 
of commission ? 

Mr. SreppeN. When you consider the fact that the freight rate is 
also lower than the conference lines and when you consider the fact 
that they only have maybe a couple of sailings a month from. the non- 
conference lines and 40 or 50 with the others, you do not have a chance 
to use them. 

Mr. Jounson. Is it not true that with the inducement of higher 
commissions from the nonconference lines, forwarding agents for the 
most part do try to place their shipments when possible with the non- 
conference lines ? 

Mr. Sreppen. Well, in the case of cotton, let me give this little 
story so that you will understand this. Most of the cotton is booked 
by the shipper himself rather than by his forwarding agent. That is 
due to the fact that the shippers have dealt with the conference lines 
in making rates and the conference lines have established offices in 
all cotton” centers, such as Dallas, Houston, Memphis, New Orleans, 
and the shippers for their own convenience book with the confer- 
ence lines themselves and we book very little cotton as a matter of 
fact. 

Mr. Jounson. I have no further questions on that. 

Thank you. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I believe, Mr. Spedden, you told Mr. Johnson that the 
nonconference or independent lines paid roughly twice the amount 
of brokerage. What do they pay, sir? 

Mr. Sreppen. Down here they pay 214 percent. 

Mr. Cowen. And your conference lines pay what ? 

Mr. Speppen. One and a quarter percent. 

Mr. Cowen. On freight charges of $100 to a conference line, you 
would get $1.25? 

Mr. Sreppen. That is right. 

Mr. Cowen. For a nonconference, which would be 10 percent be 
low, it would be 214 percent of $90? 

Mr. Speppen. That is right. 

Mr. Cowen. So that actually you would make more with the non- 
ongsenenr line ? 

Mr. Speppen. That is right. That is possible. 

Mr. Cow EN. Do the forwarders penalize their own pocketbooks to 
patronize conference lines ? 

Mr. Sreppen. When forwarders operate with a broad vision they 
look at the situation as a whole not as one particular chance of get- 
ting rich quick, because none of them are rich. They are all about 
broke now. 

Mr. Cowen. We have heard testimony to the effect, sir, that a lot 
of conference lines were paying a flat 5-percent brokerage and some 
nonconference lines were paying 10 percent. 

Mr. Sreppven. In the North Atlantic so I am told, where they had a 

rate war more or less up there, both the conference and nonconfer- 

ence lines increased brokerage, but that has never happened in the 
gulf, The highest rate ever paid in the gulf was 214 percent by a 
nonconference line. 

Mr. Cowen. Under no circumstances does a forwarder ever receive 
from a conference line more than the 114 percent ¢ 
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Mr. Sreppen. I never have. 

Mr. Cowen. Now, in the last paragraph in your statement, you 
say: 

* * * we recommend that Congress be urged to enact on or before June 30, 1960 
legislation permitting steamship conferences to protect their members against 
non-conference competition in order to assure continuance of fair rates * * *. 

Explain to me, please, sir, exactly what you mean by legislation 
that would absolutely forbid competition. Do you mean that non- 
conference lines must be driven completely out of business ? 

Mr. Sreppen. No; I do not. 

Mr. Cowen. What is your meaning there, sir / 

Mr. Speppen. Well, you have recently had the occasion for the 
Supreme Court to render a decision declaring the dual system un- 
constitutional. 

Mr. Cowen. In the one instance; yes, sir. 

Mr. Sreppen. That is right, and in order to continue operation you 
had to get a quick bill passed to permit such operation for a couple 
of years. 

Mr. Cowen. That is correct, sir. 

Mr. Speppen. Now, if something is not done between now and the 
end of this 2 years you would have a very sorry situation in shipping, 
I am sure, because the thing would be wide open and nobody would 
know where they stood. 

Now, I do not know what kind of system you are going to have to 
put in or what kind of laws you must enact, but you should do some- 
thing so that these conferences can continue to give us service. 

Mr. Cowen. Well, you represent the shippers. That is your busi- 
ness. 

Mr. Spreppen. That is right. 

Mr. Cowen. Would you not think the conference and the shippers 
would be better served if the conference contract were drawn so that 
the shipper was guaranteed that his cargo would be carried ? 

Mr. eaieiie. Well, I think there is some advantage to that. 

Mr. Cowen. Would you not go further and say that the liquidated 
damage provision has no bearing and no business in the present con- 
tract ? 

Mr. Sreppen. Well, I know of no case where anybody has collected 
any liquidated damages yet. 

Mr. Cowen. There have been many cases settled short of court 
action. 

Mr. Speppen. I was going to repeat that there might have been some 
settled but I do not believe there have been any lawsuits completed or 
carried through so far as I know. 

Mr. Cowen. And to go one step further, that a contract be drawn for 
a oe period of time. 

Mr. Speppen. I think that is true in case of most of the contracts 

now. 
_ Mr. Cowen. I do not think there is more than one contract in ex- 
istence which is for a definite period of time. That is in the North 
Atlantic. So that, would you go along with me in saying that the 
conference contract should be completely revised so as to protect and 
let the conferences obligate to the shipper to perform some service? 

Mr. Speppen. Ithinkso. That is true. 
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Mr. Cowen. All right, sir. 

Mr. Garmatz. Mr, Drewry. 

Mr. Drewry. I have no questions. 

Mr. Garmatz. Are there any other questions ? 

Thank you very much, Mr. Spedden, for being a witness here this 
morning. 

Mr. SeeppeN. Thank you, sir. 

Mr. Garmatz. Is Mr. Dillman here? 

Mr. Tabary, president of the Walter J. Garic Co. ? 

Mr. Creekmore ? 

Mr. Kelly? 

Is Mr. Guidry from the port counsel’s office here ? 

Mr. Eikel ? 

Are there any other witnesses here ? 

With no objection, we will recess until 2 o’clock this afternoon. 

(Whereupon, at 12:15 p.m., a recess was taken until 2 p.m., this 
same day.) 

AFTERNOON SESSION 


The hearing was resumed at 2 p.m., pursuant to the recess. 

Mr. Garmatz. The committee will come to order. 

Is Mr. Tabary here; Mr. Guidry; Mr. Eikel; Mr. Dillman; Mr. 
Carlys, chairman of the Gulf Associated Freight Conferences? 

Mr. Cartys. Yes, I am here. 

Mr. Garmatz. You may proceed, Mr. Carlys. 


STATEMENT OF H. A. CARLYS, CHAIRMAN, GULF ASSOCIATED 
FREIGHT CONFERENCES, NEW ORLEANS, LA. 


Mr. Cartys. Mr. Chairman and members of the committee, my 
name is H. A. Carlys. I am chairman and executive secretary of 
the Gulf Associated Freight Conferences. My office (headquarters 
and domicile of the conferences) is in Suite 927 Whitney Building, 
226 St. Charles Street, New Orleans, La. I have been constantly 
connected with the Gulf Associated Freight Conferences at New 
Orleans for the past 30 years. Immediately prior to joining the 
conferences’ organization, I was, for 9 years or more, with the 
U.S. Shipping Board Merchant Fleet Corporation (later, the U.S. 
Maritime Commission and, now, the Federal Maritime Board) at 
New Orleans as special assistant to the district traffic manager for 
the U.S. Gulf of Mexico. 

Previous to my employment by the Board, I acquired practical 
experience in steamship traffic and transportation work in the traffic 
departments of major steamship companies. 

Personally, and on behalf of all of the member lines of my con- 
ferences, I thank you for the privilege of appearing before you today. 
I heartily welcome this occasion to testify concerning the important 
matters in question and I place myself at your disposal for any as- 
sistance I may afford you at any time in connection with your study 
of the steamship conference system. 

The Gulf Associated Freight Conferences, of which I am chairman 
and executive secretary, is not a ratemaking body, but deals with the 
administrative affairs of the following five separate and distinct 
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ratemaking conferences (of which I am also chairman and executive 
secretary). The Gulf Associ ated Freight Conferences might be 
termed a “common name” for all of the “following ratemaking con- 
ferences, as a whole: Gulf/French Atlantic Hamburg Range Freight 
Conference (agreement No. 140-1) ; Gulf/ Mediterranean Ports Con- 
ference (agreement No. 134); Gulf/Scandinavian and Baltic Sea 
Ports Conference (agreement No. 5400); Gulf/South and East Afri- 
can Conference (agreement No. 7780); Gulf/United Kingdom Con- 
ference (agreement No. 161). 

These conferences are voluntary associations of common carriers 
maintaining regularly scheduled sailings from U.S. Gulf of Mexico 
ports to destinations as specifically set forth in their respective 
organic agreements filed with the Federal Maritime Board and ap- 
proved under a Federal statute; namely, section 15 of the Shipping 
Act, 1916. 

The agreements cover the establishment and maintenance of agreed 
rates, charges, classifications, rules, and regulations for or in con- 
nection with the transportation of cargo in vessels owned, controlled, 
chartered and/or operated by the member lines, parties to the agree- 
ments. 

These agreements by the respective conferences were established 
to promote commerce from U.S. Gulf of Mexico ports from Browns- 
ville, Tex., to Tampa, Fla., both inclusive, for the common good of 
shippers and car riers, by providing just and economical cooperation 
between the steamship lines operating in such trades as well as stabi- 
lization of freight rates in the interest of shippers and carriers alike. 

The Gulf/Mediterranean. Ports Conference (in addition to cover- 
ing loading ports in the U.S. Gulf of Mexico from Brownsville, Tex., 
to Tampa, “Fla., both inclusive) also embraces in its scope of loading 
ports, U.S. South Atlantic ports in the Wilmington, N.C./Tampa, 
Fla. range. 

On January 15, 1959 I furnished Chief Counsel Drewry copies of 
the organic agreements (as on file with the Federal Maritime Board) 
of all of my conferences, as well as a complete and detailed list of the 
memberships of these conferences. 

I will not attempt to burden you today with a reading of the 
names of all of my member lines, but I have attached to this state- 
ment a complete, detailed and up to date list of the entire member- 
ships of each of the five gulf conferences. There are, in all, some 45 
memberships comprising the following nationalities or flags : Ameri- 
can, Belgian, British, Danish, Dutch, Egyptian, French, German 
Greek, Israeli, Italian, Norwegian, Panamanian, Polish, Spanish, an 
Swedish. 

Mr. Garmatz. May I interrupt you there? May we include those 
lists in the record without going over the names? 

Mr. Cartys. Yes, sir; they “will be included as part of my state- 
ment, sir. 

Mr. Garmatz. Thank you. 

Mr. Cartys. As chairman and executive secretary of the confer- 
ences, I preside at all meetings and generally carry out the decisions 
of the conferences, execute conference contracts with shippers, pre- 
pare and file tariffs and minutes of meetings, confer with shippers 
and receivers, represent the conferences at “public hearings, attend 
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meetings with shippers and trade groups at New Orleans and all 
parts of the United States, confer with Federal Maritime Board and 
other governmental officials in Washington and visit and confer with 
member lines as well as receivers of cargo in European countries. 

My office at New Orleans, in order to carry out the operations of 
the conferences, has a staff of 10 (in addition to the chairman), con- 
sisting of three assistants to the chairman, four general office em- 
ployees and three mailroom employees (mimeographing, mailing, de- 
liveries, etc.). 

Minutes of meetings, circular letters of the conferences to the mem- 
ber lines, rate notices to shippers/receivers, tariff correction sheets 
and general correspondence are prepared, handled, and issued in con- 
siderable volume, daily, by my staff (all of the work being performed 
in the conference office). 

The five ratemaking conferences of which I am chairman, publish 
a total of eight tariffs. The Gulf/French Atlantic Hamburg Range 
Freight Conference publishes two tariffs, one covering ports in the 
Antwerp/Hamburg range and one covering French Atlantic ports in 
the Bordeaux/Dunkirk range. The Gulf/United Kingdom Confer- 
ence publishes one tariff. These three tariffs, “Continental,” “French 
Atlantic” and “United Kingdom” (each) have, at least, 12 pages of 
rules and regulations and approximately 150 pages (each) of rate 
items, and each tariff contains rates on about 4,000 items. Our 
Gulf/Scandinavian and Baltic Sea Ports Conference publishes one 
tariff with about 100 pages of rate items and 10 pages of rules and 
regulations. Our Gulf/Mediterranean Port Conference publishes 
three tariffs, one tariff covers Mediterranean ports (excluding Spain 
and Israel), another covers “Israel” and the remaining tariff covers 
“Spanish Mediterranean,” exclusively, The Mediterranean and Is- 
raeli tariffs contain about 100 pages of rate items, plus about 15 pages 
of rules, regulations, et cetera. The tariff covering Spanish Medi- 
terranean ports, exclusively, contains about 60 pages of rate items and 
10 pages of rules and regulations. Our Gulf/South and East Afri- 
can Conference publishes one tariff with about 18 pages of rules and 
regulations and about 100 pages of rate items. 

I am one of eight conference chairmen serving as members ex officio 
on the American Steamship Committee on Conference Studies which, 
as you know, was organized following announcement by your commit- 
tee and the House Judiciary Committee of a congressional intention 
to study steamship conference and dual-rate systems. 

As said before, we welcome these congressional studies as we feel 
certain they will result in a better understanding by all of the public’s 
need for effective steamship conferences. 


HISTORICAL OUTLINE OF GULF CONFERENCES 


As a matter of information, there is an agreement between the five 
ratemaking conferences, above described (p. 2 of this statement), 
duly approved under the Shipping Act, 1916 (October 26, 1932) (Gulf 
Associated Freight Conferences, agreement No. 189), providing for 
the conduct of the affairs of the several conferences, through a chair- 
man, et cetera, with proration of expenses and providing further for 
joint meetings of any two or more of the above ratemaking confer- 
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ences for the purpose of considering and acting upon matters of com- 
mon interest, with a proviso that no action taken at such joint meet- 
ings shall be binding on any conference until ratified by the individual 
conference interested. 

Prior to that time (October 26, 1932), the affairs of the Gulf/ 
French Atlantic Hamburg Range Freight Conference, the Gulf-Med- 
iterranean Ports Conference, and the Gulf/United Kingdom Confer- 
ence were administered by the Gulf Shipping Conference, Inc. (agree- 
ment No. 24, approved by the U.S. Shipping Board, June 26, 1923). 

During the twenties, these three ratemaking conferences (Gulf/ 
French Atlantic Hamburg Range Freight Conference, Gulf-Mediter- 
ranean Ports Conference, and Gulf/United Kingdom Conference) 
filed “memorandums of oral agreements” with the U.S. Shipping 
Board (Mr. C, O. Arthur, Director, Bureau of Regulation), Washing 
ton, D.C. 

When the Gulf Associated Freight Conferences was formed (agree- 
ment approved October 26, 1932), agreement No. 24, the Gulf Ship- 
ping Conference, Inc., was canceled by the U.S. Shipping Board. 
These three ratemaking conferences are presently operated under 
agreements approved in the early thirties (these agreements have 
been modified from time to time) and are as follows: Gulf/French 
Atlantic Hamburg Range Freight Conference, agreement No. 140-1, 
approved July 2, 1930; Gulf-Mediterranean Ports Conference, agree- 
ment No. 134, approved January 23, 1930; Gulf/United Kingdom 
Conference, agreement No. 161, approved August 19, 1931. 

The organic agreements of the two remaining conferences within 
the Gulf Associated Freight Conferences group were filed and ap- 
yroved by the Board later, i. e.: Gulf/Scandinavian and Baltic Sea 
Ports Conference, agreement No. 5400, approved August 8, 1936; 
Gulf/South and East African Conference, agreement No. 7780, ap- 
proved March 7, 1947. 


ADMISSION TO CONFERENCE MEMBERSHIP 


During my 30 years’ experience in the gulf conferences, numerous 
applications have been received by the individual conferences for con- 
ference membership, and I do not recall a single instance where an 
applicant was denied admission to any of my conferences. As a mat- 
ter of fact, the organic agreements of each of the five ratemaking con- 
ferences in the gulf contain the provision— 
in no instance shall admission to membership in the conference be denied an 
applicant, except for just and reasonable cause. 

Usually, when a steamship line signifies its intention to become a 
member of a conference, a letter is addressed to the chairman of the 
conference by an executive of the applicant firm, with a copy to the 
Chief, Office of Regulation, Federal Maritime Board, Washington. 
The chairman of the conference immediately furnishes the appheant 
with the official application for membership form of the conference, 
which must be duly filled in (all questions answered), executed and 
returned by the applicant. These applications are processed promptly, 
and in each instance, the Chief, Office of Regulation, Federal Mari- 
time Board—and, of course, all offices of the member lines and all 
conference contract signers, freight forwarders, et cetera—are im- 
mediately advised the membership becomes effective. 
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VOTING PROCEDURE 


In all of the five ratemaking conferences in the Gulf Associated 
Freight Conferences group, voting procedures on all matters (with 
the exc eption of chi wnges or ame ndments to the organic agreement of 
the conference) is by simple majority vote of the member lines e ligible 
to vote. Of course, no modifications or amendments to the organic 
agreements of the con ferences are made except by unanimous consent 
of all of the member lines, parties to the agreement, and it is distinctly 
understood that any modifications or changes to the organic agreement 
do not become effective until the approv: al of the Federal Maritime 

Board has been received. 

No decisions based upon telephonic polls of the member lines will be 
made unless the decision is unanimous. Whenever a matter cannot be 
concluded by a telephonic poll of the member lines (unanimity cannot 
be reached) the matter is docketed for discussion at a me eting of the 
conference. 

The following clauses (in the respective organic agreements of the 
conferences) pertain to voting privileges and refer to “active” and 
“inactive statuses of the member lines. 

Mr. Chairman, I will not burden you with reading these parts of 
our agreements which pertain to the voting privilege, Inactive or 
active status. A member line not having had a sailing for a certain 
time has his membership become dormant for a certain time. 

Gulf/French Atlantic Hamburg Range Freight Conference, Gulf- 
Mediterranean Ports Conference, Gulf/United Kingdom Conference: 


No member who has not had a sailing from a U.S. guif port to a discharge port 
covered by this agreement within 4 consecutive calendar months prior to the 
voting shall have the right to vote on any tariff, freights, rates, commission, 
charges, brokerage, or any other matter within the scope of this agreement: 
Provided, however, That a member shall not be disqualified from voting if he 
shall have notified the chairman in writing that he has publicly announced such 
a sailing within 2 consecutive calendar months following such voting: And 
provided further, That members disqualified from voting as above provided, shall 
have the right to attend meetings and take part in the discussions. 


Gulf/South and East African Conference: 


In the event that any party to this agreement fails to have a sailing for a 
period of 90 days, such party shall thereupon be denied the right to vote on any 
and all conference matters, and its right to vote shall be restored only after 
such party shall have given satisfactory evidence of the resumption of its regular 
service. Wherever reference is made to voting by, or presence at meetings of, 
all or any specified proportion of the membership, such reference shall be deemed 
to mean only those member lines entitled to vote. Written notice of the loss 
and restoration of voting rights shall be furnished promptly to the governmental 
agency charged with the administration of section 15 of the Shipping Act, 1916. 


Gulf/Scandinavian and Baltic Sea Ports Conference: 


All rates, charges, classifications, rules, and regulations covering traffic to 
all ports in Norway, Sweden, Denmark, and Finland, whether by direct ship- 
ment or transshipment, shall be established, modified, or canceled by a majority 
vote of those lines, parties to this agreement, present at a meeting and voting, 
which shall have maintained for at least 2 months immediately prior to the vote 
in question, a regular, not less than monthly, direct service to the port of Oslo, 
Gothenburg, or Copenhagen. No other line or lines, parties to this agreement, 
Shall have any vote in respect of rates, charges, classifications, rules and/regu- 
lations covering traffic, by direct service or transshipment, to Norway, Sweden, 
Denmark, and Finland. 
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All rates, charges, classifications, rules, and regulations covering traffic to 
Estonia, Latvia, Lithuania, and Russian and German ports on the Baltic Sea, 
whether by direct service or transshipment, shall be established, modified, or 
canceled by the unanimous vote of such parties to this agreement present at a 
meeting and voting as shall have actually maintained, for at least 2 months 
immediately prior to the vote in question, a regular, not less than monthly, 
direct or transshipment service to one or more of the ports of discharge covered 
in this paragraph. 

All rates, charges, classifications, rules, and/or regulations covering traffic 
to Poland and Danzig Free State, whether by direct service or transshipment, 
shall be established, modified, or canceled by a majority vote of the parties to 
this agreement present at a meeting and voting: Provided, however, That except 
by unanimous consent of all parties to this agreement, such rates and charges 
covering traffic to Poland and Danzig Free State shall in no instance, and at no 
time, be different from the then applicable tariff or contract rate or rates, which- 
ever may be the lower, of the Gulf/French Atlantic Hamburg Range Freight 
Conference to the port of Hamburg, Germany. 

There has been no indication at any time of “bloc” voting in any 
of the five gulf conferences. 

In our Gulf/French Atlantic Hamburg Range Freight Conference 
we have four active American lines and eight active foreign lines. 

In our Gulf/Mediterranean Ports Conference we have six active 
American lines and nine active foreign lines. 

In our Gulf/Scandinavian and Baltic Sea Ports Conference we 
have one active American line and three active foreign lines. 

In our Gulf/South and East African Conference we have one active 
American line. 

In our Gulf/United Kingdom Conference we have four active 
American lines and three active foreign lines. 

It thus appears that in three of the conferences (Gulf/French At- 
lantic Hamburg Range Freight Conference, Gulf/Mediterranean 
Ports Conference and Gulf/Scandinavian and Baltic Sea Ports Con- 
ference and Gulf/United Kingdom Conference) the American lines 
and in two of the conferences (Gulf/South and East African Con- 
ference) the foreign lines have more votes than the American lines 
have more votes than the foreign lines. 

Neither the American lines nor the foreign lines, as such, have ever 
attempted, by group action, to control rates or other matters covered 
by the conference agreements. There has been no cleavage between 
American lines and foreign lines and no set pattern of voting, indi- 
cating that the American lines on the one hand and the foreign lines 
on the other hand are either for or against higher or lower rates. In 
nearly every instance where an issue of this sort is presented, it has 
been found that the foreign lines are just as apt to differ among them- 
selves as the American lines. 


INTRACONFERENCE COMPETITION 


The conference rules and regulations (which, of course, have been 
established and approved by the member lines themselves) define as 
“violations” specific competitive actions. 

Usually, the report of a possible violation reaches the conference 
through advices to the chairman, in which event the chairman would 
then develop all of the facts from the member line involved and he, in 
turn, would present them to the conference for consideration. The 
om agreements provide certain penalties for violations by member 

ines. 
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The rates and conditions (as published in the tariffs and which have 
also been approved by the member lines themselves) must be strictly 
observed except on “open” tariff items which are subject to quotation 
by the individual member lines. Despite these facts, there is abso- 
lutely_ no doubt that intensive competition exists among the member 
lines in each of the conferences. The major competition between 
member lines is “service” competition, i.e., each member line striving 
with better vessels, more efficient per sonnel, greater frequency of s ail- 
ings, and other features of efficient service to gain for itself shippers’ 

valued patronage. The conferences do not, at any time, restrict or 
control the number of sailings by the member lines, nor ‘do the con- 
ferences, at any time, restrict or control the number of loading and 
discharging ports served by member lines. 


INTERCONFERENCE COMPETITION 


Insofar as conference action is concerned, the only actions taken by 
the conferences wtih respect to competition with another conference is 
in the matter of ratemaking. It has generally been the policy of our 
gulf conferences, wherever possible and in appropriate situations, to 
meet the rates of conferences covering other loading districts. 

There are instances where the Gulf rates may be higher or lower 
than the rates, say, from the South Atlantic and/or North Atlantic 
loading ports on certain commodities ; however, normally, when a com- 
modity originates at a point where it may move through the North 
Atlantic, South Atlantic or Gulf, the rates are usually the same. 
There is no agreement between the Gulf conferences and any other 
conference as to the level of : any rate. 


COMPETITION WITH NONCONFERENCE CARRIERS 


The rates of nonconference carriers are at least 10 percent below the 
rates of the conferences and, in addition, the nonconference carriers 
pay at least twice the amount of brokerage the conference lines pay. 
Before World War II, the competition of nonconference lines was 
very heavy with ratecutting up to as much as 30 percent below the 
conference level. A full review of this situation, particularly with 
reference to the gulf conferences, was made in the docket 128 investi- 
gation (Report of Maritime Board and Predecessors, vol. 1, p. 470) 
which discloses numerous evils in these trades and emphasized the 
extent of cutthroat competition, showing among other things that 
large shippers were able, in most cases, to obtain a better rate than 
small shippers and that the nonconference lines were serving only the 
major ports in the gulf such as Mobile, New Orleans, Houston, and 
Galveston. 

In view of the situation disclosed in the docket 128 investigation, 
and a fear on the part of both the conference lines and the shippers 
that there would be a resumption of these destructive competitive 
practices when shipping resumed a normal basis after the war, the 
Gulf/French Atlantic Hamburg Range Freight Conference and the 
Gulf/Mediterranean Ports Conference adopted the conference con- 
tract system: First, on “general” commodities in late 1948 and on 
cotton in July 1949 (the conference contract on cotton having been 
requested by the cotton shippers after having observed the results of 
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the system as applied on other commodities from 6 months prior 
thereto). The Cult /U Tnited Kingdom Conference adopted the con- 
ference contract on one tariff classification, i,e., Naval Stores, on May 

1950. 

The history of the conference contract rate practices in the gulf 
shows that while it discouraged the return of the types of competition 
the conferences had before the war, which are so graphically described 
in docket 128, it has by no means eliminated nonconference competi- 
tion. Howev er, the nonconference competition today is on a some- 
what different basis. For example, the differentials under the con- 
ference rates are now, and have been since the establishment of the 
conference contracts, usually a set percentage—anywhere from 10 to 
15 percent. On the other hand, since the adoption of contract rates, 
there has been no time when competition was eliminated or restrained 
and it is quite obvious that our conference contract system did not 
stifle or curtail nonconference competition. 

To be specific, in most of the trades covered by the conferences of 
which I am chairman, we have been and are being faced with very 
serious nonconference competition, as follows: Mediterranean area: 

Fabre Line (French), approximately 18 sailings per year ; 

Sidarma Line (Italian), about 18 sailings per year; 

Daido Line (Daido Kaiun Kaisha, Ltd.) (Japanese), about 12 
sailings per year; 

Scindia Line (Scindia Steam Navigation Co., Ltd.) (Indian), about 
12 sailings per year, particularly to the eastern Mediterr: inean, to 
Alexandria, ney pt; 

Orient Mid-East Line (Inter-Continental Shipping Corp.) , operat- 
ing principally “Greek” vessels, about 12 sailings per year to the Medi- 
terranean. This was formerly the “Tricceri Line” (Eagle Ocean 
Transport, Inc., of New York) ; 

Marchessini Lines (Italian) (P. D. Marchessini & Co., New York), 
Genoa, Alexandria, and Beirut (just recently announced) about one 
sailing per month. 

The Fuhow) lines usually quote at least 10 percent below the rates of 
the conference and pay at least 214 percent freight brokerage (double 
the amount paid by the conference lines). 

In addition to the above lines maintaining fairly regular services 
to the Mediterranean : area, we are faced with foreign flag and Ameri- 
can “tramp” vessels which occasionally handle full cargoes of flour 
and bulk commodities. 


ANTWERP/ HAMBURG RANGE 


To the “Continental” range (Belgium, France, Germany, and Hol- 
land) we have the regular competition of the Vinke Line or “Inde- 
pendent Gulf Line” operating “Dutch” vessels. This company 
started about 10 years ago with Isbrandtsen as agent. The present 
agent of the line is “Amerind.” They commenced with sailings of 
one vessel per month, then two vessels per month, and now they have 
approximately three vessels per month to the Continental range of 
ports. Their rates are at least 10 percent below the Conference ‘rates 
and 214-percent brokerage (double that of the conference) is paid. 

In the Continental European trade we are also faced with compe- 
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tition of Trans-Marin, A.G., a Swedish line, whose vessels carry to 
U.S. ports shipments of steel and automobiles from France and take 
whatever cargo is available at at least 10 percent below the confer- 
ence rates, with at least 214 percent brokerage to Continental Euro- 
pean ports. This line has only recently commenced its sailings and 
should average about one sailing per month. 

We, too, are faced with the competition of the Belmar Line, which 
also has vessels sailing from the Continent with automobiles. This 
line operates “Dutch” flag vessels at reportedly 12 percent under the 
conference rates and pays anywhere from 214 percent to 5 percent 
brokerage. This line only recently commenced its sailings which 
should average about one per month. 

The Gulf/French Atlantic Hamburg Range Freight Conference 
has also been faced with the none onference competition of smal] Ger- 
man “tramp” vessels, particularly from Tampa, carrying canned 
citrus fruits and juices at less than conference rates. 


UNITED KINGDOM 


To the United Kingdom from the Gulf there is no regular compe- 
tition at this time. Several merchants, who control and/or own 
their cargoes, occasionally che ter vessels and after loading their own 
cargoes they take whatever they can get in the way of other ¢ cargoes 
at 10 percent below the conference rates with at least 214 percent 
brokerage. 

SCANDINAVIAN AND BALTIC SEAPORTS 


Fortunately, there is little or no nonconference competition at this 
time to this area. 
SOUTH AND EAST AFRICA 


In this trade from the Gulf the Java Pacific Line (Dutch) and 
the Silver Line (British) were also members of the conference in 
.ddition to Lykes Bros. Steamship Co., Inc. (American). The Silver 
Li ine withdrew from the conference several years ago and while the 
Java Pacific Line remains a member that line has been int uctive for 
some time and at the moment Lykes Bros. Steamship Co., Inc., is the 

only active line in the conference. 

The South African Marine Line, while not a member of the con- 
ference (probably due to its operation by the South African Govern- 
ment) actually observes conference rates and has an agreement on 
file with the Federal Maritime Board together with Lykes Bros. 
Steamship Co., Inc., the Robin Line, and the Farrell Line whereby 
they agree to confer regarding rates. 

Several years ago in our South and East African trade from the 
Gulf we were faced with competition of the Dreyfus Line. Dreyfus, 
a major grain merchant, is owner of a large number of vessels. This 
line, a nonconference line, withdrew from the Gulf to South and East 
Africa berth when bulk grain rates became exceptionally remunera- 
tive. 

Commencing about. one and a half years ago our remaining active 
member line in the Gulf/South and East African Conference (Lykes 
Bros. Steamship Co., Inc.) and the Robin and Farrell Lines, out of 
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the North Atlantic, experienced difficulty filling streamers to South 
and East Africa. 

The Baron Iino Line (operating “Japanese”-flag vessels and on 
a few occasions when Japanese-flag vessels were not available, other 
foreign flag vessels were chartered) is following the practice of all 
of the so-called “nonconference” or “independent” lines and cutting 
ie rates of the conference by at least 10 percent and paying at least 

percent (double that of the conference) freight brokerage. 

Tne identally, cargo conditions are not at all good in the South and 
East African trade and this situation is very clearly set forth in the 
excerpt, from the “Rand Daily Mail” (Durban, South Africa) of 
March 2, 1959, entitled, “Conditions On U.S. Run Are U nsatisfactory” 
as read into and included in the statement of Chairman A. C. Cocke 
of the American Steamship Committee on Conference Studies (Wash- 
ington hearings, Mar. 24-25, 1959). 


RATE CHANGES, INCLUDING NEGOTIATIONS WITH SHIPPERS OR SHIPPER 
ASSOCIATIONS REGARDING RATES 


The Conferences all publish tariffs which are furnished the mem- 
ber lines, their authorized agents and recognized governmental agen- 
cies and these tariffs are filed with the Federal Maritime Board. 

The establishment of or changing of rates, including their exten- 
sion and also including the adoption of any rules and regulations 
in connection therewith, are handled in the conference according to 
the voting procedures which I have outlined previously in this state- 
ment. 

The establishment of or adjustment of or extension of a rate is 
usually requested by a shipper or receiver and sometimes by a 
member line. In most instances the shipper or his representative 
communicates directly with the chairman of the conferences, who, 
in turn, processes the request (i.e., develops all of the facts in con- 
nection with the movement of the commodity in question) and pre- 
sents it to the member lines of the conferences, usually by a circular 
letter. The matter is docketed for a meeting and then formally con- 
sidered by the member lines. 

In cases of emergencies and urgent situations the conference office 
handles (subsequent to the issuance of a circular) the matter with 
the member lines by a telephonic poll. 

The conferences also employ a special form or questionnaire in 
considering rate changes or establishment of rates. ‘This questionnaire 

(“Application for Establishment or Re: vdjustment of Ocean Rates”) 

; furnished the shipper who fills in same and returns it to the con- 
ference office for the study of the chairman and the member lines. 
Attached to this statement is a sample of this form used by the 
Gulf/French Atlantic Hamburg Range Freight Conference. The 
forms in use by the remaining four conferences, of which I am chair- 
man, are identical. 

In some instances the executive representative of a shipping firm 
visits the chairman of the conferences at his office to discuss the 
establishment of, or adjustment or extension of the rate on a par- 
ticular commodity. Following such visits, the conference chairman, 
of course, acquaints the member lines (usually by circular letter) 
with the discussions had with the shipper representative. 











STEAMSHIP CONFERENCE STUDY 935 


Occasionally, shippers and/or shipper groups request permission 
to appear in person Before all of the member lines of the conference 
and the chairman of the conference (at a meeting in the conference 
meeting room) to place before them for consideration a specific re- 
quest, 1.e., for the establishment of, reduction or extension of a rate 
on a particul: ir commodity, or some other problem on which assistance 
of the conference is asked. Such requests to appear are never de- 
clined by the conferences and the shipper or shipper group is cor- 
dially invited to appear—everything being done by the chairman and 
the member lines to facilitate the presentation to the conference. 

At these meetings the shipper is given an ample opportunity to 
present his case and usu: lly questions are asked by the chairman and 
the representatives of the member lines of the conference concerning 
specific points in connection with the commodity and its movement. 
After the presentation is completed by the shipper he leaves the meet- 
ing room and the conference meets in executive session to consider 
and study the particular request, subsequent to which a decision is 
reached and the shipper notified accordingly. 

The conferences have committees (the chairman of the conferences 
being a member ex officio of all suc h committees) which meet from 
time to time with certain larger shipper groups to discuss rate and 
other matters of mutual interest. To mention one of the groups, the 
ocean freight committee of the American Cotton Shippers Associa- 
tion meets at least once a year with the conference cotton committees 
and this has continued to the satisfaction of all concerned for the past 
10 years. 


SHIPPER CONFERENCE TYING ARRANGEMENTS—CONFERENCE CONTRACT 
SYSTEM (DUAL RATES) 


As set forth earlier in this statement, the following five ratemaking 

conferences comprise the Gulf Associated Freight Conferences group : 
Gulf/French Atlantic Hamburg Range Freight Conference 
Gulf-Mediterranean Ports Conference 
Gulf/Scandinavian and Baltic Sea Ports Conference 
Gulf/South and East African Conference 
Gulf/United Kingdom Conference 

Two of these conferences, i.e., the Gulf/French Atlantic Hamburg 
Range Freight Conference and Gulf-Mediterranean Ports Confer- 
ence, employ the conference contract system (dual rates). The Gulf/ 
United Kingdom Conference has under conference contract one clas- 
sification of commodities; i.e., naval stores—rosin, turpentine, ete. 
This is a “letter” form of contract which was established on May 3, 
1950. 

The Gulf/United Kingdom Conference did not establish a confer- 
ence contract system, generally, for several reasons. About the time 
we placed general cargo and cotton under contract (1948 and 1949) 
in the continental and Mediterranean trades, all shipments of cotton 
(the principal moving commodity) to the United Kingdom were 
controlled by the British Raw Cotton Commission (government). 
Lumber and timber shipments were controlled by the British timber 
contro] and there was also a government food mission which made it 
unnecessary to establish conference contracts. These governmental 
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agencies controlled the shipments and they were shipped on 
conference vessels. 

Subsequently, the British Raw Cotton Commission and other gov- 
ernment agencies ceased to exist and the conference gave consideration 
on several occasions to putting in the conference contract system in 
the Gulf/United Kingdom Conference, but because of unsettled con- 
ditions, litigation, et cetera, and the attacks being made upon the 
contract system as well as the possible delays and considerable ex- 
pense involved in establishing the contract system, it was decided to 
defer the establishment of the conference contract system in the Gulf/ 
United Kingdom Conference. 

The Federal Maritime Board’s General Order 76, dated November 
11, 1952, requires conferences which intend to put a conference con- 
tract system into effect to file statements containing certain informa- 
tion regarding the proposed system and which provides for public 
notice and opportunity to request hearings regarding the proposed 
system. Pursuant to General Order 76, the Board has ordered hear- 
ings in connection with contract rate systems proposed by several 
conferences. This was another reason why our Gulf/United King- 
dom Conference decided to defer the establishment of the conference 
contract system (generally). 

The member lines of the Gulf/United Kingdom Conference, now 
and for some time past, would like very much to establish the con- 
ference contract system, generally, in the gulf-United Kingdom trade. 
That conference has faced vigorous (if “not “regular” ) competition 
with the “merchant” services by the Dreyfus Line, Intercontinental 
Marine & Gulf Shipping Corp. as well as competition from the so- 

called industrial carriers like Kaiser and Reynolds (aluminum). 

We feel quite certain that the majority of ects in the gulf- 
United Kingdom trade would favor the establishment of the con- 
ference contract system (generally) to stabilize rates and conditions. 

Insofar as the Gulf/Scandinavian and Baltic Sea Ports Conference 
is concerned there never has been any real incentive to establish the 
conference contract svstem. This conference (witha very small mem- 
bership) is composed mainly of Scandinavian lines and the volume 
of cargo has been very small with practically no competition. 

In the Gulf/South and East African Conference, up until recently, 
there has been no competition. There were only a few lines in the 
conference when it was formed and, at the present time, there is only 
one “active” line in that conference and that line, incidentally, is now 
facing very vigorous competition from a nonconference line operating 
Japanese vessels at less than conference rates. 

As of this time, three gulf conferences (Gulf/French Atlantic 
Hamburg Range Freight Conference, Gulf-Mediterranean Ports Con- 
ference and Gulf/United Kingdom Conference) have a total of 6,233 
conference contracts. This total is being gradually increased from 
day to day by additional signed contracts received from merchants, 
who are satisfied with the stability and equality of rates afforded by 
the conference contract system. 

In our Gulf/French Atlantic Hamburg Range. Freight Conference 
and Gulf-Mediterranean Ports Conference we have two specific con- 
ference contract forms, one to cover cotton (exclusively) and the 
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other, known as the general cargo contract, to cover all cargo, except 
cotton. 

Our conference contracts are made with merchants, and the mer- 
chant may be either a shipper-exporter or a receiver-consignee. Most 
of our conference contracts are made with shippers domiciled in the 
United States, however, we have quite a number of contracts signed 
by receivers-consignees located in E Vurope. 

The Gulf/F reight Atlantic Hamburg Range Freight Conference 
has, at this time, 2,708 general cargo contracts, of which 238 are with 
receivers-consignees located in Europe. This conference also has 583 
signed cotton contracts, of which 227 are with receivers-consignees in 
Europe, particularly in France where there are 192 signers. 

In our Gulf-Mediterranean Ports Conference, we have 2,490 general 
cargo contracts, of which 160 are with receivers-consignees located in 
Europe. The same conference has 410 cotton contract signers, of 
which 76 are signed by receivers-consignees in Europe, particularly in 
Italy, where there are 72 signers. 

The Gulf/United Kingdom Conference has under contract only one 
classification of commodities, 1.e., naval stores—rosin, turpentine, ete. 
This is a “letter” form of contract, 41 shippers and 1 receiver havi ing 
signed. 


POSSIBLE VIOLATIONS BY SHIPPERS OF THEIR CONFERENCE CONTRACTS 


When information is received indicating a possible violation by 
shipper of his contract, the shipper is immediately notified of the al- 
leged incident and is asked to explain it. Any information from an- 
other source bearing on the matter is also considered. Very often the 
matter is referred to the conference counsel for his opinion. It has 
been the policy of the conferences to apply the liquidated damages 
clause of the contract where the violation appears to have been an hon- 
est error or mistake, and this is particularly so in view of the fact that 
F.A.S. and similar shipments are exempted under the contract. This 
opens up an area for making honest mistakes on the part of the shipper. 
Where the investigation indicates a deliberate violation of the agree- 
ment, the proper remedies are taken, but the only incident in which 
the conference has been satisfied that there was an inexcusable viola- 
tion was that of H. Kempner in respect of shipments of cotton by the 
steamship Virginia on June 27, 1950. This involved the Gulf/Med- 
iterranean Ports Conference. 

The conference contracts contain a liquidated damages clause for 
violations by the merchant. While the liquidated damages clause ap- 
pears to be merely a way of payment of damages for a breach of a 
contract between two parties—the particular shipper and the confer- 
ence—on the other hand, it is significant and goes far beyond that, so 
far as conference lines are concerned. They are not particularly inter- 
ested in collecting damages from anybody; they would prefer not to 
do it. 

In the recent past, remarks have been made to the effect, “What does 
the conference do with the money it collects for liquidated damages for 
violations of contracts?” Our conferences have never collected 1 cent 
(up to this time) in liquidated damages for violations of contracts. 
Except as a means of inducing the shipper to comply with his contract 
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it does not mean anything from the “dollar” standpoint to the confer 
ences, and its real meaning is in relation to other shippers. 

When a shipper v iolates his contract, it is a bad thing for the con- 
ferences and causes the conference lines losses here and ‘there, but the 
loss or the cost to the conference lines is considerably less in com 
parison to the loss that it causes to the particular shipper’s competitors. 

The real significance (liquidated damages) is for the protection, not 
of the conferences, but of the other shippers who have signed the con- 
tract in good faith and abide by its provisions, and it means that the 
shipper, ‘who has lived up to his contract, has relinquished the right 
to take advantage of cheaper rates and in return for that he gets the 
lower of two rates if he is going to abide by his contract while his com- 
petitor violates the contract and can ship at the lower of two rates and 
also take advantage of “cut” rates on the outside. 

From the standpoint of competition between these two types of ship- 
pers it plays havoc, and that is particularly true on certain commodi- 
ties where the margin of profit is so small compared with the value. 

In the cotton tr: ade, where outside lines substantially underquote the 
conference lines, it could represent the entire profit on the transaction. 
Of prime importance to the honest contract shipper, who abides by 
his contract, is the matter of having his competitor do likewise and 
this is infinitely more important than where the conferences lose an 
occasional shipment here and there to an outside line. 

The conferences, at all times, live up to their obligations, as set forth 
in the conference contract. This means that the conference contract 
is an overall contract as to freight rate and period of same with all of 
the participating carriers of the conference as named in the contract. 
Soakines, under the terms of the conference contract, are not made 
with the conference but with the participating carriers, individually— 
such bookings being covered by the individual member lines’ contracts 
of affreightment. We require and always insist on 100 percent ex- 
clusivity ‘hon offerings of cargo to conference vessels) by all confer 
ence contract signers. In carrying this out the conferences encounter 
occasional temptations which they have always firmly resisted. For 
example, a major shipper or receiver or a group of shippers and re- 
ceivers may have a sizable volume of business to offer which the con- 
ference lines desire very much to handle on their vessels and vigorously 
endeavor to induce the shipper/receiver to sign the conference con- 
tract. The shipper/receiver may finally dec ide that for a certain rate 
consideration he will sign up w ith the conference for 70 percent of all 
of his business—the remaining 30 percent to be given to a nonconfer- 
ence line. Despite the fact that even 70 percent of the said business 
would be very attractive to the conference lines (at the rate indicated) 
the conference necessarily declines to enter into such an arrangement, 
which precludes exclusiv ity (100 percent carriage by conference ves- 
sels), fully realizing that it must have in mind the many other faith- 
ful contract signers who have patronized conference vessels 100 per- 
cent—to do likewise would be rank discrimination. 


F.A.S. versus C.LF./C. & F. Sanes—-CoNnFERENCE ContTrAcT System 


Conference contracts are agreements between all of the member lines 
and the merchants. The merchant may be a shipper, ‘exporter/ pro- 
ducer or the merchant may be a consignee/receiver/spinner/consumer. 
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The conference contract. covers all export shipments of the mer- 
chant, who signs the contract, who may be either the seller or the 
buyer. Where the seller has the obligation to ship, as under c.i-f. or 
similar terms, he selects and controls the mode of shipment, in which 

case he is obligated to ship by conference lines and obtains the con- 
tract rate. 

It is not the intention that one who has not signed the contract, 
and who is, therefore, free to ship by nonconference lines if he chooses 
to, may obtain the benefit of the contract rate. Under f.a.s. terms, the 
buyer pays the freight and may designate the carrier (conference or 
Nanay octet ) ind. therefore, ‘unless he is a contract signer, the non 
contract rate applies. No one is entitled to obtain the contract rate 
unless he _ under the reciprocal obligation to ship by conference 
lines. 

In applying the provisions of the contract, shipments tendered by 
the seller, under f.a.s. sales, are not necessarily considered shipments 
of the merchant who signs the contract, but rather shipments of the 
buyer, since the latter controls the routing and pays the freight and 
Ww ho, as previously stated, is entitled to the: contract rate only if he has 
signed the contract. Any other arrangement or interpretation would 
be unfair to shippers who sign the contract and who restrict their own 
shipments to conference vessels. 

As set. forth previously in this statement, most of our conference 
contract signers are shippers/exporters (sellers), although we have 
quite a number of contracts signed by receivers/consignees (buyers). 

We have come to realize more clearly that our conference contract 
system has been far from effective because so many shipments under 
f.a.s. sales contracts have not been covered by the agreement. We 
think it is important that, to the extent possible, the contract should 
cover f.a.s. shipments subject to the limitation that the seller, under 
f.a.s. terms, must be permitted to follow the instructions of the buyer 
as to routing where it is his contractual obligation to do so under the 
f.a.s. sales contract. 

On the other hand, the conferences would not want to be in the po- 
sition of having to examine every sales contract, including collateral 
instructions (exchanges of cables, letters, etc.), as to shipping i in order 
to determine whether or not the contract covers it. Nor do we think 
that the shippers would want any systematic examination of their sales 
contracts and records. 

We feel that the contract should be extended as far as possible to 
cover f.a.s./f.o.b. shipments. It is not, however, our desire to place 
a shipper signatory in a position where he cannot do business under 
customary f.a.s./f.o.b. terms. In other words, it is not our purpose 
to place the shipper in a position where, under recugnized forms of 
sales contracts, he will face the alter native of not performing his sales 
contract or of violating his contract with the conference. “Just how 
the conference contract should be worded so as to avoid this result has 
never been completely resolved. 

The matter of the extent to which conferences may include, under 
the conference contracts, shipments made under f.a.s. terms is now be- 
ing actively considered by the attorneys for the various conferences 
and it is hopeful that some practical solution and specific recommenda- 
tions, satisfactory to all interests, will be forthcoming very shortly. 
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PARTICULAR FEATURES OF GULF CONFERENCE CONTRACTS REDUCTION IN 
RATES 


The Gulf Conference contracts contain the following provision: 


The carriers have the option to reduce their rates, and should they during 
the term of this agreement reduce their rates on the commodity herein named 
(or provided for) below the rates herein agreed, the merchant, under like con- 
ditions, shall be given the full benefit of such reduced rates during the period 
same remain in effect. 


INCREASES IN RATES 


The conference contracts in the Gulf Conferences covering general 
cargo or cargo except cotton contain the following provision with re- 
spect to increases in rates: 


The rates herein specified are subject to being increased reasonably from time 
to time, Any notice of increase shall be deemed accepted by the merchant unless 
within 20 days after notice of increase he gives the carriers written notice of 
nonacceptance. In event of such nonacceptance the carriers shall have the 
option at any time within 20 days after receipt of the merchant’s notice to cancel 
this agreement on giving the merchant at least 60 days written notice, but if such 
notice is not given this agreement shall remain in effect. 


The conference contracts of the Gulf Conferences contain the fol- 
lowing provision covering cotton with respect to increases in rates: 


The rates herein specified are subject to being increased reasonably from time 
to time, upon 60 days notice of such intention to do so by the carriers. 


EVENT OF INABILITY OF CONFERENCE CONTRACT SIGNERS TO OBTAIN SPACE 
ON CONFERENCE VESSELS 


The Gulf Conference contracts contain the following provision : 


The merchant has the option of selecting any of the vessels operated by the 
respective carriers to the countries herein mentioned subject to agreement with 
the particular carrier as to the quantity. The merchant agrees to make applica- 
tion for space as early as practicable before the vessel’s advertised sailing date. 
If the carriers fail to name space within 3 full business days after the merchant 
duly applies therefor, on a vessel scheduled to sail from the port of shipment 
selected within 15 days after the seaboard clearance date desired, the merchant 
shall be free with respect to such shipment to secure space elsewhere without 
prejudice to his right to future shipment under this agreement but before making 
such arrangement the merchant shall first give the office of the conference 2 full 
business days to arrange space. 


In all instances where a contract signer advises the conference 
office that he is unable to obtain space on a conference vessel for his 
shipment or shipments (and this is confirmed to be a fact by the con- 
ference office after handling with all of the member lines) he is 
promptly released from his contractual obligations for the particular 


shipment or shipments in question—usually within a matter of an 
hour or so after his application is received. 


FILING AND/OR PUBLICATION OF CONFERENCE TARIFFS 


In keeping with a policy of many years standing, our conferences 
have always confined the distribution of its tariff solely to the member 
lines, their authorized agents and/or representatives and approved or 
recognized governmental agencies. 

Requests on our conferences from actual shippers for copies of our 
tariffs have been almost nil and in recent years we have received re- 
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quests from certain traffic leagues, associations, chambers of commerce, 
commission merchants, freight adjustment bureaus, agencies, et 
cetera, but even from these duri ing the past few years they have dimin- 
ished and there has been no general demand or request. 

We feel certain that all of our gulf shippers are fully advised of 
our conference rates and rate changes from time to time. Asa matter 
of fact, we advise specific shippers of specific commodities periodically 
of current rates and they are also immediately notified when the rates 
are reduced or increased, particularly if the tariff item is under con- 
ference contract. 

Our tariffs, of course, are always available for inspection, not only 
in the conference office and the Federal Maritime Board, but at the 
port or interior offices of all of the member lines of the ‘conference. 
In addition, the rates on major moving commodities from the gulf are 
regularly published in trade journals and periodicals (daily and 
weekly ) and these have a wide circulation. 

As a general rule, you might say that there is not an exceedingly 
wide variety of commodities moving through the gulf to European 
ports and we feel inclined to believe that the shippers of such com- 
modities, which move through the gulf, would only be interested in 
the rates on their own commodities and not other commodities, i.e., 
the cotton shippers, the petroleum products shippers, the lumber and 
timber shippers, the tobacco shippers, the naval stores shippers, the 

carbon black shippers, et cetera, et cetera 

We have also felt that the distribution of conference tariffs to the 
general shipping public would occasion considerable confusion and 
misunderstandings and, probably, in some instances, bring on endless 
controversies. Current rates, as well as rates previously in effect and 

rates a reasonable period in the future, are always freely available 
to shippers and others upon request to the c onference office or the port 
or interior offices of the member lines. 


FEDERAL MARITIME BOARD PROCEEDINGS IN WHICH GULF CONFERENCES 
PARTICIPATED 


There were but two proceedings before the Federal Maritime 
Board involving one of the conferences in the Gulf Associated Freight 
Conferences group, i.e., the Gulf/Mediterranean Ports Conference: 

FMB docket 732 (consolidated with FMB dockets 726, 733, 734, 
and 735) this concerned the only violation (by a conference contract 
signer) substantiated to the satisfaction of the conference, i.e., 
H. Kempner, Galveston, Tex., on May 16, 1950, who made shipments of 
cotton by the nonconference vessel Virginia from Galv eston, Tex., to 
Genoa/Venice, which is in the scope of the Gulf/Mediterranean Ports 
Conference. Liquidated damages were assessed at $6,010.20, none of 
which has been paid, same being subject to the provisions of article 
4 of the Gulf/Mediterranean Ports Conference cotton contract 

Subsequently, H. Kempner filed formal complaint with the Board 
seeking reparations (difference between contract and noncontract 
rates paid by him on shipments loaded on conference vessels) and 
that the conference contracts be declared illegal per se. 

The Chief Examiner of the Federal Maritime Board filed his rec- 
ommended decision, holding, in brief, that the contract system or dual 
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rates of the Gulf/Mediterranean Ports Conference on cotton was not 
illegal as a matter of law and that if the system were held to be il- 
legal or disapproved on any ground, complainant was still not en- 
titled to reparations, having failed to prove damages. It was recom- 
ees that the complaint be dismissed. This matter is still pend- 


The other proceeding involving the Gulf/Mediterranean Ports Con- 
ference was the “Alleged Practices of C ompagnie de Navigation Cyp- 
rien Fabre (Fabre Line)—FMB docket 768.” 

The Fabre case dates back to 1954-55. Fabre Line was a member 
line of the Gulf/Mediterranean Ports Conference. The Gulf/Medi- 
terranean Ports Conference, after considering reports and evidence 
indicating malpractices, mostly circumstantial, expelled the Fabre 
Line from the conference. The Federal Maritime Board, on its own 
motion, ordered an investigation of the Fabre Line’s practices. 

The Board finally held that it could not, on the basis of the evidence 
as presented, make a formal finding that the Fabre Line was in viola- 
tion of the Shipping Act, 1916. However, the Federal Maritime 
Board refused to find that the conference had expelled the Fabre 
Line on insufficient proof, notwithstanding the fact that the evidence 
before it was “circumstantial” and “hearsay.” Furthermore, although 
not being able to formally hold the Fabre Line in violation of the 
act, it required the Fabre Line, under section 21 of the act, to file, 
periodically, detailed reports of its European activities in this trade, 
including certificates that “no rebate, concession, or departures have or 
will be” effected. 

CONCLUSION 


Mr. Chairman and members of the committee, I am grateful for 
your kind indulgence and patience. You have assumed a tremen- 
dous task in the interest of our national export and import policies 
and it is my ardent desire to render you all possible assistance. 

In my statement, which I have just read, I have endeavored to 
furnish you with all of the information concerning my conferences— 
histories, operations, functions, et cetera, as well as the vexations 
problems confronting us—which you seek in connection with the in- 
tensive and exhaustive study you ‘have undertaken of steamship con- 
ferences and their practices. 

As you know the American Steamship Committee on Conference 
Studies (of which I am a member ex officio) has been and is engrossed 
in a deep study of the conference system of ratemaking, and you have 
already received certain legislative recommendations (please see the 
record March 24, 1959, statement at Washington, D.C. by Mr. A. C. 
Cocke, chairman, American Steamship Committee on’ Conference 
Studies) to which I heartily subscribe. In the very near future defi- 
nite legislative recommendations and detailed legislative proposals 
will be submitted to your committee by the American Steamship Com- 
mittee on Conference Studies. 

It is my earnest hope that your committee will lend all possible 
assistance and support to a continuation of the conference system and 
its necessary contract rate system which assures equal treatment. of 
large and small shippers and carriers alike, thereby aiding the foreign 
commerce of the United States. 

Thank you, Mr. Garmatz. 
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(The documents referred to follow :) 
CONFERENCES WITHIN GULF ASSOCIATED FREIGHT CONFERENCES 
GROUP 
GULF/FRENCH ATLANTIC HAMBURG RANGE FREIGHT CONFERENCE 
(Agreement No. 140-1) 
NEW ORLEANS, LA. 
H. A. Carlys, Chairman 


Covers freight traffic from U.S. gulf ports to ports in France (Atlantic and 
channel ports only), Belgium, Holland, and Germany (excluding German Baltic). 


MEMBERS (TOTAL, 13 MEMBER LINES) 





Armement Deppe, 8.A. (Belgian) Swedish American Line (Swedish) 
Bloomfield Steamship Co. (American) Waterman Steamship Corp. (American) 
French Line (French ) Wilhelmsen Line (Norwegian) 
Hamburg American Line (German) Armesteen Tieton 4 
Holland America Line (Dutch) runes CI i ae 9 
Lykes Bros. Steamship Co., Inc. ( Amer- 

incan) SNRs ee ag aS aie oS a 13 
North German Lloyd (German) PURO RR acc cape cect incscnsatetasaca 12 
Ozean/Stinnes Lines (German) pO ae a eee eae 1 
Polish Ocean Lines (Polish) (Inactive) —- 
States Marine Corp. (American) Ry eta eeea 13 





GULF/MEDITERRANEAN PORTS CONFERENCE 
NEW ORLEANS 
H. A. Carlys, Chairman 
(Agreement No. 134) 


Covers freight traffic from U.S. gulf and South Atlantic ports—Brownsville, 
Tex./Wilmington, N.C. range—to Spanish Mediterranean ports (from Huelva, 
east, including Balearic Islands), French Mediterranean ports, Monaco and Cor- 
sica, north African ports in Morocco, Algeria, and Tunisia, Sicily, Sardinia, and 
West Coast of Italy ports, Egyptian (Mediterranean) Palestinian, Syrian, 
Grecian, Turkish, Russian (Black Sea), Bulgarian, Rumanian ports, all 
Adriatic Sea ports, and Gulf of Taranto ports. 


MEMBERS (TOTAL, 19 MEMBER LINES) 


Blue Funnel Line/Java New York Line Levant Line (American) 


(Dutch/British ) Lykes Bros, Steamship Co., Inc. (Amer 
Central Gulf Lines (American/Pana- ican ) 

manian ) NaVigazione Alta Italia (Italian) 
Concordia Line (Norwegian ) Nervion Line (Spanish) 
ickert Line (American/Swedish) (in- States Marine Corp. (American) 

active) Waterman Steamship Corp. (Ameri- 
Ellerman and Bucknall Associated ean ) 

Lines (British) (Inactive) Zim, Israel America Lines (Israeli) 
Fern-Ville Mediterranean Lines (Nor American lines — . 6 

wegian ) Foreign lines............. eee OREN 
French Line (French) (Inactive) - 
Hansa Lines (German) Total__ pis aaa ees 19 
Hellenic Lines, Ltd. (Greek) Active limes_.____- de Gl 15 
Isthmian Lines, Inc. (American) PUMCUVG. .WGGasnendcadndedtAle { 
Khedivial Mail Line (Egyptian) (In- 

active) RNs intial ches 19 


Leif Hoegh & Co., A. S. (Norwegian) 
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GuLF/UNITED KINGDOM CONFERENCE 
NEW ORLEANS, LA. 
H. A. Carlys, Chairman 
(Agreement No. 161) 
Covers freight traffic from U.S. gulf ports to England, Ireland, Scotland, and 
Wales. 
MEMBERS (TOTAL, 7 MEMBER LINES) 


Bloomfield Steamship Co. (American) Lykes Bros. Steamship Co., Inc. Amer- 


Cunard Steam-Ship Co., Ltd. (British) ican) 

Harrison Line (British) States Marine Corp. (American) 

Holland America Line (Dutch) Waterman Steamship Corp. (American) 

PINS CRONIN ecesiecctiictec eee Ot RCIG PE bern nc sn Secceesemae 7 

Be I a this ei ees einem 1 EEG CEOS. dis ioe htemsattowes 0 
TOI si va chai cede ee ahi ah te tpi elie 7 NT cscincnnbcdinih ened oa 7 


GuLF/ScCANDINAVIAN & BALTIC SEA Ports CONFERENCE 
NEW ORLEANS, LA. 
H. A. Carlys, Chairman 
(Agreement No. 5400) 


Covers freight traffic from U.S. gulf ports—Tampa, Fla./Brownsville, Tex. 
range—to ports in Danzig Free State, Denmark, Estonia, Finland, Latvia, Lith- 
uania, Norway, Poland, Sweden, and to Russian and German ports on the Baltic 
Sea. 

MEMBERS (TOTAL, 4 MEMBER LINES) 
Lykes Bros. Steamship Co., Inc. (Amer- Swedish American Lines (Swedish) 


ican) Wilhelmsen Line (Norwegian) 
Scandinavian American Line (Danish) 


Sie G6 3s a ices Bk eT BO Sich es eictlenccdhin eae 4 
Worceien tines .........~<... 5a Kawcelliicles Beem Ct ie reine 0 
CN fe aici cinta i Ra 4 a a a 4 


GutF anD SoutH East AFRICAN CONFERENCE 
NEW ORLEANS, LA. 
H. A. Carlys, Chairman 
(Agreement No. 7780) 


Covers freight traffic from U.S. gulf ports (Brownsville/Tampa range) to 
southwest, south, and east African ports (Walvis Bay to Italian Somaliland 
inclusive), and including Madagascar, Reunion, and Mauritius. 


MEMBERS (TOTAL, 2 MEMBER LINES) 


Java Pacific Line (Dutch) (inactive) Lykes Bros. Steamship Co., Inc. (Amer- 
ican) 

FIND ooo enitindccharkeee tae eT RIO tee Se ei 1 
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APPLICATION FOR ESTABLISHMENT OR READJUSTMENT OF OCEAN RATES TO FRANCE 
(ATLANTIC AND CHANNEL PorRTS) BELGIUM, HOLLAND, GERMANY 


To: H. A. Carlys, Chairman, Guif/French Atlantic Hamburg Range Freight 
Conference, Suite 927 Whitney Building, New Orleans, La. 


Please docket for consideration : 
1. Name of commodity (also any trade name used) 


(a) Is it hasardaus? .......... (0) Inflammable? ~....____. (c) Liquid or 
SOUT cacicceae 
2. Give particulars of shipping package (state if box, barrel, etc.) .....---~- 
Give length _.-.... WEE eiimae ON ciate Ci Sy, ne Gross 


Se ee eee 
3. Number of cubic feet per 2,240 pounds (using gross weight and measurements 
OR SY ie cit ceviche nb in igh ee ng eel a doa Seeks dace 
4, PROGR CORRE TONG oni eciincinccn nico 5. Ocean rate requested__.._.__--___-- 
C. FOTTE e Cr isin tei escitind cee tanks inc den hagelaohnaiiieliaaaatage 
7. Present railroad rate from point of origin to New York 
TO RRL (RING DOGG) asinine 
Rate per 100 pounds (give carload rate for export) 
Minimum carload weight _.__._________-~— 
Tariff authority and item No. _....-..___----- 
8. In what volume does commodity ordinarily move, and state if continuous, 


©: Fa I CN i i eect eee aaboe ates eee 
1O.. Vater Gait A Demi OF GPtICIO) 6.5 kd dec cs cnctecdaesnbomae 
Di TE a ines ects etic eatin ce een 
12. Give names and values of commodities used as substitutes___._._.__.._-------- 
13. (a) If competitive producing points, give railroad rate from such points: 
IU i a i encanta npc shes lance in eck eas eck atin eens eee 
SeeerONG PRUE SOV NGM SOR oes ie nn he ele en neon 
WasivOns Fate to. CUE (INO POTD) aca nies enic dp cemichenimeemins 

(b) If foreign competition involved, give particulars (state country, value 
Bia Mai Cp NN i aires nin cn ec spencenaas aaa eal inca tncalag ect cl 
54. GOEW OREN CE: GPCI aries iin cnn ieadie ee eae 
15. Remarks (state fully any other information substantiating request for 
change; if more space is required, use other side) 


" (Addressof applicant) 

This application to be mailed to chairman as shown above. 

Mr. Garmatz. Mr. Carlys, in your statement on several of your 
pages you speak about the various forms you furnish relative to tariffs 
and, later on in your statement, you say that certain people are not 
necessarily asking for them. 

We have had so much talk about people not being furnished with 
this tariff information. 

Can you tell me what you do relative to the tariff situation ? 

Mr. Cartys. We have not given out our tariff generally to the ship- 
ping public. We have not sold it or given it away to anybody. Per- 
haps we might consider doing that if it is thought well to do it. 

Our opinion has been in the past, based on years of experience, that 
in our gulf trade there is no exceedingly wide variety of articles like, 
for instance, the various chemicals, cotton, tobacco, lubricants, lumber, 
flour, et cetera, and we feel that all of the shippers know the rates and 
would not be interested in a big bulky tariff which might cause con- 
fusion at times. 
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We feel confident that all of our gulf shippers are fully cognizant 
of what the rates are at all times. 

We do not have a closed mind on the proposition. We would con- 
sider, if it was thought advisable as a whole, to furnish all shippers 
with the tariff. 

We would not let that stand in the way. 

Mr. Garmatz. We have heard testimony that the chairman should 
be given more power so that the results can be probably obtained more 

uickly. 
’ Tatieh heard testimony this morning which said that the witness 
thought the chairman had too much power and that it should come 
before the gulf committee. What authority do you think the chairman 
of the asia should have? 

Mr. Cartys. I do not seek greater authority. 

Mr. Garmatz. That is a peculiar question to ask you but some wit- 
nesses Say yes and some say no. 

Mr. Cartys. I am quite satisfied with the authority I have now for 
the benefit of the conference and all of its member lines as a whole 
and for the shippers as a whole. 

Mr. Garmatz. How much authority do you have? If a hearing is 
called, do you call your whole organization together or do you take 
it on your own? 

Mr. Cartys. Really Iam already authorized to appear before your 
body and I was authorized to become a member ex officio of the 
American Steamship Committee on Conference Studies. 

Some matters are left to my own handling but on anything of 
major importance I approach my conferences and receive very prompt 
action and I am quite satisfied with the authority I have sir, to fully 
represent my conferences and I am very proud of the confidence they 
have placed in me to carry on. 

Mr. Garmatz. That is very nice. 

Mr. Anfuso? 

Mr. Anruso. I have no questions. 

Mr. Garmatz. Mr. Downing. 

Mr. Down1nc. What admission fee do your member lines pay to 
join the conference? 

Mr. Cartys. There is no admission or initiation fee. Most of our 
conferences or practically all of them are penalty conferences where 
a member line, upon joining and taking on activity, makes a penalty 
deposit in the form of a surety bond or a Government bond which he 
places with a depositary—one of the leacing banks selected by the 
conference. 

Mr. Downtne. How much is that? 

Mr. Cartys. It is $15,000 in one conference and $10,000 in the other 
conferences. 

. Mr. Downing. He places that with you at the time of his admis- 
sion 

Mr. Cartys. If he joins the conference today, there is no initiation 
fee to join, but he places a penalty deposit in escrow. 

Mr. Downtna. You do not use that escrow money ? 

Mr. Cartys. No; we cannot. That is placed in escrow in the bank 
and, on behalf of the conference, I sign the trust agreement, he signs 
it, and the trust officer of the bank signs it where we, under the various 
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terms of the agreement, may claim his trust deposit if he violates the 
conference agreement. It is a matter of good faith. 

Mr. Downine. Are there any provisions of your agreement which 
would make it objectionable to any line which might want to join 
the conference ? 

Mr. Cartys. I do not believe so. We have never had a line ask 
to join which objected to any of our agreements. 

It is an assurance that he will follow all the rules and regulations 
and live along with all the others. 

Mr. Downinea. Thank you very much. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Do you think there is any place for the independent 
line in the system of our maritime operations? 

Mr. Cartys. I would like to give you my personal opinion on that, 
sir. I have no objection to an independent line but I think that the 
term “independent” loses its identification after it gets in where there 
is a conference, because he gradually becomes a “dependent” line. 
That has been my experience. It will merely adopt a policy where it 
is quoting a percentage figure under the quotation of the conference 
lines. 

Mr. Casry. Do you have any recommendations with reference to 
particular legislation that we should consider on the regulations of 
rates or do you think the Board has suflicient regulatory power now? 

Mr. Cartys. I think the Board should continue as it is. I have 
heard in testimony that the Board is not strong enough, that maybe 
it does not have enough teeth, and all that kind of testimony. 

I have no complaint against the Board. As a matter of fact, I 
think the Board is very much on the job, so to speak. I have had 
them correspond with my office where perhaps a tariff sheet has a word 
misspelled in it or a “t” to be crossed or an “1” to be dotted, and calling 
our attention to this and that. I think the Board should be permitted 
to go along as it is, but not to approve rates. I do not think the 
Board should a prove rates. 

The Board does not approve rates now. We make reductions or 
increases, although an increase has not been made in so long that 
it is almost a forgotten thing . 

I think if there is a complaint made to the Board the Board should 
investigate. They have certain powers now where they can suspend 
a rate and ask you to cease and Sealed until they investigate. I have 
seen cases where a shipper complained to the Board and the Board 
would write to the scadiaia and ask, “Why i is this?” 

We will go back to the Board ani say , “This rate is justified.” We 
will give our story. They will present it to the shipper and perhaps 
the shipper will see the light or maybe they will bring us together. 
Then, if we would take an adamant position and refuse to budge, I 
think the Board, by its own motion, would call an informal or formal 
hearing on the matter. 

Mr. Casey. Then if you still refuse to budge, what do you think 
the Board ought to do? 

Mr. Cartys. The Board will call a hearing and I think the Board 
has certain powers right now where it can ask us to throw the rate 
out or say the rate is discriminatory. 

Mr. Caszy. The only power it has is to dissolve your conference. 
They cannot throw out the rate, can they ? 
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Mr. Cartys. They can tell us that the rate is unfair. 

Mr. Casey. Suppose you would just stand pat ? 

Mr. Cartys. I have never seen such a case. I would hate to think 
of what might result. 

Mr. Casry. Maybe not in your conference, but might it not get to 
that point in some other conference if there is no competition and 
they have it all to themselves? 

Mr. Cartys. You are talking about if there is no competition ? 

Mr. Casry. Yes. 

Mr. Cartys. Speaking of competition from nonconference carriers, 
that is not the only thing I fear. 

Mr. Casey. That is what I am talking about. 

Mr. Cartys. The presence of so-called independents and noncon- 
ference carriers in the trade is not what I fear. 

If there were no nonconference carriers, the conference could not 
go skyhigh in rates. There are so many other factors like foreign 
sources of production. 

In these times, today, where the commodities produced in this coun- 
try are produced in almost every country of the world, we could never 
stand up under it. That governs it (not only the nonconference com- 

tition) and I say in a trade where there were no independents and 
if the shippers were dissatisfied, we could not do business, they could 
be strong and I think they could be strong enough to charter or get 
vessels some way. 

Mr. Casry. I have no further questions. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. Mr. Carlys, could you suggest to the committee any 
means of reducing the number of conferences as well as have uni- 
formity in the regulation, the documents, and other procedures for 
the conferences? 

Mr. Cartys. Well, about reducing the number of conferences, Mr. 
Johnson, there are quite a number of them now. I realize that, but 
there are so many different features involved. Some conferences 
embrace the Gulf and North Atlantic. I am, of course, more familiar 
with the conferences embracing the Gulf, and one of my conferences 
embraces the South Atlantic ports, but achieving a degree of uni- 
formity is something that might be worked out. Bills of lading in 
all instances are not uniform. Conference contracts are not quite 
uniform. I know that to be a fact. Perhaps that is not too far from 
being achieved. I know that the American Steamship Committee on 
Conference Studies is studying that right now. 

Mr. Jounson. That is something that the conferences themselves 
must pursue rather than have it be brought about through legislation ? 

Mr. Cartys. I think so. 

Mr. Jounson. You spoke of the fact that in enforcing the terms 
of your conference agreements, you, for the most part, have not been 
too successful in liquidating damages or securing damages. What 
other means is there by which you enforce the terms of your contract 
with the conferences ? 

Mr. Cartys. Well, that is about the only yardstick we would have 
of judging, any means of enforcing a contract. That is the only 
thing we hold, 1s the liquidated damages clause in the contract. That 
is about the only thing we have, to get the people to sign. 
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Mr. Jonnson. Do you notify a shipper who has violated the terms 
that he is not. privileged to ship further with the conference? 

Mr. Cartys. Yes, when he signs the contract he realizes that he is 
to give 100 percent exclusivi ity to the conference carriers. 

Mr. JoHNson. You spoke of several nonconference lines. 

Mr. Cartys. Yes, sir. 

Mr. JouNson. Are they represented in the New Orleans district? 

Mr. Cartys. Yes, all throughout the Gulf, I presume. 

Mr. Jounson. I do not suppose there are any here today that you 
know of ¢ 

Mr. Cartys. I have not seen any. 

Mr. Jounson. [ have one final question. 

You, of course, feel that from the standpoint of stability and rates 
that the conference system is necessary ¢ 

Mr. Cartys. Yes, sir. 

Mr. Jonnson. With that, too, the dual rate? 

Mr. Cartys. Yes, sir. 

Mr. JoHnson. You feel that if we did not continue with the con- 
ference system and a tie-in that there would be a chaotic condition 
exist with our shipping ? 

Mr. Cartys. I strongly feel that way. Yes, sir. 

Mr. Jounson. Even so, that we subsidize your American shipping? 

Mr. Cartys. Yes. 

Mr. Jounson. Do you not feel that an American line who receives 
subsidy has some obligation to the small and large shippers to carry 
forward with a scheduled sailing and proper rates? 

Mr. Cartys. The effect, I think, would be terrible on the American 
subsidized lines, as well as all other lines, A chaotic condition would 
ensue, 

Mr. Jounson. Do you feel, if we go forward then with this con- 
ference system, with a tie-in, that we can reduce some of the subsidies 
for our operating subsidy. 

Mr. Cartys. I hardly think the operating subsidy would be af- 
fected, although I am not an expert on subsidies. I am just a con- 
ference man. I do not know too much about the subsidy, but that it 
is an operating differential subsidy, as I get it, between the American 
lines and their foreign competitors. That is something we might 
always have to face regardless, 

Mr. Jounson. You stated that you had about 9 years experience 
with what is now the Maritime Board. 

Mr. Cartys. With the Federal Maritime, yes. 

Mr. JoHnson. That gave you some opportunity to observe, did it 
not ? 

Mr. Cartys. I think that was during the time when we owned the 
ships. 

Mr. Jounson. Do you feel that times have changed since you were 
in that capacity with the Maritime Board? 

Mr. Cartys. Yes, sir. The United States Shipping Board owned 
the ships then. 

Mr. Jounson. Circumstances have changed since then ? 

Mr. Cartys. Yes, sir. 

Mr. Jonnson. I have no further questions. 

Mr. Anrvuso (presiding). Mr. Mailliard. 
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Mr. Maru1arp. Mr. Carlys, as far as specific recommendations on 
legislation, I understand that you will participate in the recommenda- 
tions that are promised us by this committee which has been estab- 
lished ? 

Mr. Cartys. Yes. I ama member. I have no voting power. I 
am like my colleagues (the other conference chairmen), am a mem- 
ber ex officio. We are diligently working on those various matters 
now which are very highly involved. 

Mr. Anruso. Mr. Chen. 

Mr. Guenn. Let me compliment you on a very fine statement, 
including all of the details. 

Mr. Cartys. Thank you, sir. 

Mr. Guienn. On page 6 you say in the second paragraph under 
“Admission to Conference Membership” that : 

These applications are processed promptly and in each instance the Chief, 
Office of Regulation, Federal Maritime Board (and, of course, all offices of the 
member lines and all conference contract signers, freight forwarders, et cetera), 
is immediately advised the membership becomes effective. 

Why do you furnish them to freight forwarders ? 

Mr. Cartys. We want the world at large to know that the applicant 
is a conference member, and I think he does, too. We want to tell 
the member lines and, of course, the Division of Regulation, because 
usually he will send a copy of his application to the Maritime Board 
and we will send them a copy of our notice that he is now a member 
so that they can change their records. We want to tell the world at 
large, everybody, that this line is not only a member now but a par- 
ticipating carrier in the conference contract system. The word 
spreads like wildfire. We tell everyone. 

Mr. Guenn. That is all. 

Mr. Anruso. Mr. Cowen. 

Mr. Cowen. Mr. Carlys—— 

Mr. Cartys. Yes, Mr. Cowen. 

Mr. Cowen. In the first paragraph on page 6 you say : 

During my 30 years’ experience in the gulf conferences, numerous applications 
have been received by the individual conferences for conference membership, 
and I do not recall a single instance where an applicant was denied admission 
to any of my conferences. 

Mr. Cartys. Yes, sir. 

Mr. Cowen. Did Lykes ever make application to any of your con- 
ferences ? 

Mr. Cartys. Yes, sir; they are members of all five of my confer- 
ences. 
ane Cowrn. Were they not denied membership in 1947, 1948, or 

Mr. Cartys. I did not hear that. 

Mr. Cowen. Was Lykes Line not denied membership in 1947, 1948, 
and 1949? 

Mr. Caruys. Of my conferences? 

Mr. Cowen. Yes, sir. 

Mr. Cartys. They are members of my conferences. 

Mr. Cowen. I understand they are now. 

Mr. Cartys. They were members then. 
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Mr. Cowen. Do you recall that they were denied membership in 
certain conferences serving this area? 

Mr. Cartys. Not in my conferences. There might have been other 
conferences. 

Mr. Cowen. What was the reason for that, if you know, sir? 

Mr. Cartys. I do not know about the other conferences. I have 
no knowledge of that whatsoever. 

Mr. Cowen. The other conferences were involved in the cotton 
trade, were they not ? 

Mr. Cartys. Perhaps so; the Far Eastern trade. 

Mr. Cowen. Lykes at that time was a member of your five confer- 
ences ¢ 

Mr. Cartys. They had been a member for many years before, back 
in the early thirties. 

Mr. Cowen. They brought action before the Federal Maritime 
Board and castigated the conference system as such, did they not? 

Mr. Cartys. Not my conferences. 1 do not know what they did 
about those conferences. 

Mr. Cowen. You are familiar with the general situation here, sir? 

Mr. Cartys. I have heard some of the testimony, yes. 

Mr. Cowen. Do you recall the action that they brought before the 
Commission ? 

Mr. Cartys. Only what I have heard in the testimony, that they 
brought action before the Commission to get in the conferences, and I 
heard that they were admitted. 

Mr. Cowen. The general action that they brought castigated the 
conference system, as such, did it not ? 

Mr. Cartys. No, I donot think so, not my conferences. 

Mr. Cowen. Have you ever read the docket ? 

Mr. Cartys. No, sir. 

Mr. Cowen. You do not know, of course, that they declared con- 
ferences to be a monopoly and in restraint of trade and alleged that 
they were keeping Lykes from sharing the cotton trade? 

Mr. Cartys. I heard part of the testimony, but I did not read the 
docket. 

Mr. Cocke. Mr. Cowen, I would like to correct you. 

Those conferences had absolutely nothing to do with the cotton 
trade. They were inbound conferences from Indonesia, Malaya, 
and Singapore. 

Mr. Cartys. I did not think they did. I did not know too much 
about them. I know that Lykes were always members of our con- 
ferences. 

Mr. Cowen. In the first paragraph on page 7, you say: 

No decisions based upon telephonic polls of the member lines will be made 
unless the decision is unanimous. Whenever a matter cannot be concluded by a 
telephonic poll of the member lines— 
et cetera. 

Does that have to do with ratemaking ? 

Mr. Cartys. Ratemaking, yes. 

Mr. Cowen. So that, in order to have a rate clarified or reduced, 
you, as chairman, cannot do it by telephone? 

Mr. Cartys. Well, yes, it is done very often by telephone. The 
reason I said that is that I think it is a very fair practice that we 
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have in that our telephonic polls of the member lines are by unanimous 
vote. For example, a shipper will call up. We try to process things 

and get them through as quickly as possible. It might be an emer- 
gency situation. We get it out to our lines just as quickly as possible, 
and my office will start polling the lines, give them time to have the 
story, have it before them. It might be a shipper that has come to 
see me. Then we will call the lines right down alphabetically. 

We might have a majority vote over the telephone. We might 
have one or perhaps two member lines who have not voted in favor 
of it, or who vote against it, and they will say, “No, I am not inclined 
to goalong with that,” or something like that. 

They might say, “How do the others feel ?” 

Finally, a member might say, “I am not too strong for it but am I 
the only one that is holding it up?” 

We say “Yes,” and he says, “If I am the only one I will waive a 
meeting.” But if a member line decides he does not want to vote 
or say “Yes” over the telephone, we have a meeting and at the meeting 
it is the majority that counts. 

He wants to come in and say his piece, and we think that is a fair 
way, and he says it before the entire membership assembled in the 
meeting and then we pass on it in the meeting room. 

Mr. Cowen. I am not arguing about your mode of operation, of 
course, but I am getting at “the fact that where a shipper comes in 
with, say, a competitive proposition from a foreign shipper to meet 
competition and it is an instant thing with him, you cannot clear the 
rate reduction by telephone unless all members give their consent ? 

Mr. Cartys. Yes, sir. 

Mr. Cowen. So that, if you cannot do so then, what time elapses 
before you can do it? 

Mr. Cartys. We will have a meeting in 24 or 48 hours or even less, 
if we think it is very important. We have had some urgent situa- 
tions come up in the morning and have had a meeting that afternoon. 

Mr. Cowen. It can be done within hours, then ? 

Mr. Cartys. Yes. 

Mr. Com. All right. Now, on page 12, under your Antwerp/ 
Hamburg Range you list the Vinke Line, and say : 

This company started out 10 years ago with Isbrandtsen as agent. The 
present agent of the line is Amerind. They commenced with sailings of one 
vessel per month, then two vessels per month, and now they have approximately 
three vessels per month to the continental range of ports. Their rates are at 
least 10 percent below the conference rates and 2% percent brokerage (double 
that of the conference) is paid. 

In your opinion, sir, is that line operating on a realistic rate? Are 
they getting a return on their money ? 

Mr. Cartys. I would not know, sir. I do not know what it costs 
them to operate their vessels. 

Mr. Cowen. Well, you know that American lines are subsidized to 
meet foreign competition ? 

Mr. Cartys. Yes. 

Mr. Cowen. Yet their rate, roughly, then, let us say, is 1214 percent 
lower due to that 214 percent brokerage fee. 

Mr. Cartys. Yes. 

Mr. Cowen. It is 12% percent below what your conference contract 

rate is. 
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Mr. Cartys. Yes. 

Mr. Cowen. And they have been operating for some 10 years. 

Mr. Cartys. Yes. 

Mr. CowEn. Would you say, sir, that they are returning a nominal 
profit on their operations 4 5 

Mr. Cartys. I really would not be in position to talk about whether 
they are making money on the thing. I know some of our rates, we 
figure, are very low at this time. Rates are low. They have gone 
down. They usually have a set pattern of cutting below us 10 per- 
cent. I do not think they ever initiate a reduction. I never heard of 
them initiating a reduction. 

Mr. Cowen. Would it stand to reason, then, that if 10 years ago 
when they operated one ship a month if they were losing money that 
they would have tripled to three ships a month in order to lose three 
times that amount of money 4 

Mr. Cartys. That is hard to say. I would not know just what their 
policy has been. 

Mr. Cowen. All right. 

On page 17, the third paragraph, when you were speaking of the 
British Raw Cotton Commission, you were operating under a plain 
system, not a contract system / 

’ Mr. Cartys. Yes; immediately after the war. 

Mr. Cowen. Had you a specified contract with those people to ship 
their commodities for a certain price ? 

Mr. Cartys. You mean the British Raw Cotton Commission ? 

Mr. Cowen. Yes, sir. 

Mr. Cartys. The conference did not have a conference contract 
with the British Raw Cotton Commission. It was a governmental 
arrangement. We have no contracts with governments. 

Mr. Cowen. There was one basic price. There was no dual rate? 
There was a basic price for commodities 4 

Mr. Cartys. Yes. 

Mr. Cowen. And the two governments entered into an agreement. 
Your conference hauled the raw materials and made a profit? 

Mr. Cartys. Our conference, did youvsay ¢ 

Mr. Cowen. The member lines comprising your conference. 

Mr. Cartys. There was a rate on cotton that we made, yes, sir. 
That was the rate that the British Raw Cotton Commission paid, but 
there was no contract or anything arranged or anything like that. 
There was no conference contract. 

Mr. Cowen. Let us say there was no contract. 

Mr. Cartys. It followed a tariff rate. 

Mr. Cowen. It was a tariff without the contract? 

Mr. Cartys. Yes. 

Mr. Cowen. But without a dual-rate contract ? 

Mr. Cartys. That is right. 

Mr. Cowen. Your conference did operate and return a profit ? 

Mr. Cartys. Well, I do not know about a profit, sir. I am not in 
position to tell whether there are any profits made or not. 

Mr. Cowen. You do not believe your people entered into a con- 
tract whereby they lost money, do you ? 

Mr. Cartys. You mean my lines? 

Mr. Cowen. Yes, sir. 
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Mr. Cartys. I would hate to think they would, but I am not in 
position to say whether or not they lose. They did lose a lot of money 
from what I heard in some recent operations. I am referring to 
Korea and Suez. I have seen that happen. 

Mr. Cowen. But they do operate without a dual-rate system? 

Mr. Cartys. That is right. 

Mr. Jounson. Would you yield there on the British control on 
cotton and lumber ? 

Mr. Cowen. Yes, sir. 

Mr. Jonson. Are those controls still in effect ? 

Mr. Cartys. No, sir. 

Mr. Jounson. They were only in the 1948-49 period ? 

Mr. Cartys. Yes; during the war, during neutrality and in the 
period immediately following the war, and gradually they ceased to 
exist. 

Mr. Jonnson. Thank you. 

Mr. Cowen. On page 20, sir, in the third paragraph relative to 
liquidated damages, you state that that is to protect other shippers 
rather than the conferences. 

Mr. Cartys. Yes, sir. 

Mr. Cowen. In other words, you use that as a basis to keep other 
shippers or all shippers in line? 

Mr. Cartys. You mean the liquidated damages? 

Mr. Cowen. Yes. 

Mr. Cartys. I think the liquidated damages feature or the spread 
between the contract noncontract rate is not really a penalty. I 
think the noncontract rate is the rate that the nonsigner pays and he 
has an advantage in that, too, because when he chooses not to sign 
the conference contract, he pays the noncontract rate, but maybe that 
is the way he wants to do his business and he is free to take advan- 
tage in his business to go in the outside and do what he wants with 
anyone else and then ship with the conference for the difference 
between. The liquidated damages remits that if someone did sign 
and violated. 

Mr. Cowen. And the conference feels that in order to hold a shipper 
in line, even though you are giving him the benefit of a rate that 
at times is 30 percent below the rate quoted to a nonsignatory that 
you must assess liquidated damages ? 

Mr. Cartys. In the event of violation. 

Mr. Cowen. In the event of violation ? 

Mr. Cartys. In the event of violation; yes. 

Mr. Cowen. None of your conferences have ever gone to court to 
collect that ? 

Mr. Cartys. We never sue. I heard that mentioned just recently. 
Our conferences do not sue the shipper. It is all prescribed in the 
contract itself. If a shipper violates and that violation is substanti- 
ated in the minds of the conference member lines, we give that a lot 
of thought. We really hate to lose a conference contract signer. 
You can imagine what effect that has. We go to the bottom of the 
matter and if we find a violation, we serve a notice, giving 
plenty of time, 30 days, and then bill him for the liquidated 
damages. If he chooses to pay that, that is fine. If he comes in and 
pays that money, he is reinstated as a conference contract signer. 
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In the meantime, if he does not choose to pay the liquidated dam- 
ages, his contract is in suspension and he pays the noncontract rate. 

Mr. Cowen. In your conferences, sir, have any of your violators 
ever paid ? 

Mr. Cartys. No, sir. 

Mr. Cowen. You mean you merely write letters? 

Mr. Cartys. No, sir. There is one where a violation had been ot 
stantiated that I referred to in my statement. That amount wa 
$6,010.20. He did not pay. 

Mr. Cowen. You have never had but one violation ? 

Mr. Cartys. One violation that was actually substantiated. Many 
of them were investigated, but only one was actually substantiated. 

Mr. Cowen. So, actually, * then, you could do without your liquidated 
damage provision, could you not 7 

Mr. Cartys. No, sir. I think the contract without a liquidated 
damage provsion would not have any teeth in it. 

Mr. Cowen. Do your conference signatories fear that liquidated 
damages provision ¢ 

Mr. Cartys. What is that? 

Mr. Cowen. Do they fear it? 

Mr. Cartys. I would not say they fear it. I think they “respect” it. 
I would prefer to use that term, sir, because I know if I sign a con- 
tract, I would want to know that my competitors and others signing 
the contract observed the same thing that I did. It means that if you 
violate the provisions of the contract, there is a certain thing hanging 
over your head, and, if you do not pay the liquidated damages, you 
pay the noncontract rate. 

Mr. Cowen. This one shipper now pays a noncontract rate? 

Mr. Cartys. That is right, sir. 

Mr. Cowen. So that it acts as a deterrent rather than a sword 
hanging over his head, then ? 

Mr. Cartys. That is right, sir. We have not sued. We do not 
intend to sue. 

Mr. Cowen. You only had one violation so that there is no necessity 
to sue? 

Mr. Cartys. But we have not sued them, and, as I say, we do not 
intend to sue anybody. 

Mr. Cowen. In any of your contracts, then, sir, do your conference 
lines guarantee to take any shipment of the shipper? 

Mr. Cartys. Our conference contracts provide for that, too. The 
conference contract, which I sign and which all the participating 
carriers, the members of the conference, sign, whose names are listed 
immediately below mine, is a rate and period agreement. It guaran- 
tees the rate that these participating carriers will observe and quote, 
say, through December. 

You heard today that they recently extended the cotton rate through 
July of next year. That means that the conference contract shipper 
can go to any of the participating carriers and book with the individ- 

ual member lines any or all of his requirements at that rate all the 
way through next July. 

Mr. Cowen. If space is available? 

Mr. Cartys. Yes, sir. 

Mr. Cowen. You do not guarantee that you will provide space? 
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Mr. Cartys. No space is guaranteed, and at the same time we do 
not ask for a guarantee from the shipper that he will furnish a certain 
amount of cargo. 

Mr. Cowen. Your ships, American and foreign, guarantee that they 
will be at certain specific ports at certain specific times ¢ 

Mr. Cartys. Yes, sir. 

Mr. Jounson. Would you yield for a moment ? 

Mr. Cowen. Yes. 

Mr. Jounson. How do you legally guarantee your contract in the 
conference system ¢ 

Mr. Caruys. I do not quite understand. 

Mr. Jounson. You speak of the conference being obliged to per- 
form certain duties and functions. How do you legally guarantee 
that tothe shipper? Is it a moral or legal obligation 

Mr. Carzys. It isa moral obligation, too. 

Mr. Jounson. It is not a legal | obligation ? 

Mr. Carrys. I would dislike to pass on the legality feature. I do 
not know whether our counsel is here this afternoon. I would dislike 
to pass on the legality feature of it. 

We cuarantee the rate. That is one thing we do guarantee, sir, and 
it is a rate agreement. We do not require any specific amount of 
cargo from the shipper who signs the contract, but I have yet to see 
our conferences fall down on not lifti ing a shipper’s requirements. 

There might be peak movements at times when it gets awfully 
rough and I have seen our lines also go out and charter ships to lift 
the cargo. 

Mr. Jounson. But Iam troubled as to your legal obligations of the 
conference. 

Mr. Cartys. Yes, sir. 

Mr. Jonnson. I have no further questions. 

Mr. Cowen. I have no further questions. 

Mr. Garmartz (presiding). Thank you, Mr. Carlys. 

Mr. Cartys. Thank you, Mr. Garmatz. 

Call on me at any time, sir. 

Mr. Garmatz. Thank you, sir. 

Mr. Dillman, general traffic manager of the A. P. Green Fire Brick 
Co., St. Louis, Mo. 


STATEMENT OF XENNETH C. DILLMAN, GENERAL TRAFFIC MAN- 
AGER, A. P. GREEN FIRE BRICK C0., ST. LOUIS, MO. 


Mr. Garmatz. Proceed, Mr. Dillman. 

Mr. Dinrman. My name is Kenneth C. Dillman, I am general man- 
ager of the A. P. Green Fire Brick Co., which is among the largest of 
refrac tory manufacturers. I have held this position for some 7° years, 
having been assistant traffic manager 6 years prior to that time. It isa 
duty of our department to handle all matters s pertaining to the trans- 
porting of our products, which includes inland and export routings 
bookings, and all rate matters. Our department has had this direct 
responsibility for the past 12 years. 

Our home office and principal plant is located in Mexico, Mo.; and 
we also have plants 1 in the States of New Jersey, Pennsylvania, Geor- 
gia, Ohio, Idaho, Colorado, and Texas. We are manufacturers of re- 
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fractory products, which is a highly competitive manufactured item 
in the United States, as well as in foreign countries. Refractories 
and nonmetallic structural materials capable of withstanding de- 
structive forces at high temperatures, To the layman, the principal 
of these is known as firebrick. 

While we do import some raw materials, our chief concern with 
regard to this hearing is more so connected with those manufactured 
products which we export. We have established many dealerships 
throughout the world, which represent some 50 percent of our sales 
effort, and the other 50 percent is on a direct sale basis. We sell pri- 
marily on f.a.s., cif. or c. & f. bases, and dependent upon condi- 
tions in the country where sale is made, we sell on 30-day sight draft 
or letter of credit basis. All sales are payable in U.S. funds. 

Since the majority of our competition comes from U.S. firms, we 
must be assured of stability in rates to effect stability in price. Thus, 
we maintain the steamship conferences are necessary for the mainte- 
nance of rate stability, as well as service stability. 

It has been our experience to recognize conference rates remaining 

stable over considerable periods, and any change in rates is far 
cnet in advance to give us the opportunity to oppose them or seek 
adjustments as they are needed. We have been successful in several 
instances of deferring any increases on our products by justifiable 
presentation of our cause. It is our belief that conferences offer a 
stability of rates, whereas nonconference ratemaking would be a 
hodgepodge of rate slashing which would end in nothing but dis- 
astrous rate wars, as well as favoritism to large tonnage shippers. 

Quite often as sales are made, the purchaser asks us to hold the 
shipment until they release it. The delay is caused due to the neces- 
sity of obtaining an import permit, a letter of credit or a similar 
document because of local government limitations on the use of 
American dollars for imports. Many sales which are made in the 
early part of the year are not shipped until the latter part of the 
year. Thus, we must be assured of rate stability in these instances, 
which in our experience has always been maintained. 

It has been our experience that no nonconference carrier maintains 
a tariff system of rates, which leads us to believe ratemaking by non- 
conference lines is subject to barter. The stabilizing of rates by con- 
ference lines by maintaining tariffs is as important to us as is the 
maintenance of rail tariffs to ports of exit. Here again is evidence 
of rate stability, which naturally is in the category of price stability. 

We are in favor of having the availability of several steamship 
services sailing from the same ports and belonging to a conference, 
maintaining the same rates, thus making their chief concern good 
service and good handling as their principal factor for securing our 
business. 

All exporters are accorded the privilege of signing a conference 
contract, thus giving them the advantage of the lower of the dual 
system of rates, which makes for equality for all. Thus, whether a 
shipper be large or small, he is guaranteed a stability in rates in which 
he may compete in any market where steamship conferences are 
available. Conference methods of ratemaking do not encourage 
monopoly, but encourage competitive services, making it possible for 
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small steamship lines to operate side by side with large steamship 
lines, as well as small shippers to compete with large shippers. 

In conclusion, the A. P. Green Fire Brick Co. supports the steam- 
ship contract system of ratemaking as it is today, and we want to 
see this system continued. Undoubtedly, there are some constructive 
changes that could be made in steamship conferences. However, we 
feel they could be easily worked out between the steamship lines and 
the exporters and importers. 

Mr. Garmatz. Mr. Dillman, how much do you export of these fire- 
bricks and where do they go primarily and for what general purpose? 

Mr. Diriman. We ship Al over the world. We ship as far as 
Formosa in the Far East and India around the other way. Our prin- 
cipal countries, as receivers of goods, are the Philippine Islands, 
Europe, some to England and to the Caribbean area and also to South 
America. 

Mr. Garmatz. To what extent do you export? 

Mr. Dittman. We figure our exports amount to 15 percent of our 
business and we at Mexico, Mo., have a capacity of 5 million brick 
per year and about 100,000 tons of specialties. 

Mr. Garmatz. You export about 15 percent of that ? 

Mr. Dirtman. Yes, sir. 

Mr. Garmatz. Where does most of it go or is it scattered ? 

Mr. Ditman. Our marketing generally is pretty steady. However, 
as I said, the Philippines, the Caribbean area, Europe, and South 
America are our prime markets. 

Mr. Garmatz. Do you have much competition ? 

Mr. Dittman. The competition is tremendous, just as much so as 
it is with the common building brick in the United States. We are 
also encountering a lot of foreign competition now primarily in Eng- 
land, which forced us to buy a plant over there, incidentally. We get 
a lot of competition from Scotland, Italy, Germany, Yugoslavia, and 
Czechoslovakia. 

Mr. Garmatz. Mr. Anfuso? 

Mr. Anruso. Mr. Dillman, have you been granted a decrease within 
the past year ¢ 

Mr. DirtmaNn. Have we received any decreases? I have not asked 
any. That is the only way you are going to get them is ask for 
them. 

Mr. Anruso. You have not asked and you have not received ? 

Mr. Dittman. I have not asked; no, sir. 

Mr. Garmatz. Mr. Downing. 

Mr. Downine. You mentioned the fact that you established a plant 
in England. 

Mr. Dittman. Yes; we were forced to buy one over there. 

Mr. Down1nc. Would you mind explaining why you were forced 
to put ina plant? 

Mr. Dmuman. In England, brick can be made a little more cheaply 
than it can in the United States and the closeness of the Benelux 
country market, which is a large receiver of firebrick, caused us to 
go into that area. However, they do not make the quality of brick as 
it is made in the United States. It is a fair brick. It is quite accept- 
able but it is not as good as we make here. 

Mr. Downtne. Thank you. 
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Mr. Garmatz. Where do you ship the brick that you make in 
England ? 

Mr. Drutman. Primarily to the Benelux countries, Belgium, that 
area. 

Mr. Garmatz. Mr. Mailliard ? 

Mr. Mamuiarp. I have no questions. 

Mr. Garmatz. Mr. Glenn. 

Mr. Guenn. Is your plant in New Jersey in Cape May County? 

Mr. Diuman. It is at Woodbridge, N.J., just 25 miles south of 
New York City. 

Mr. Guenn. I do recall that we have a plant there that makes a 
chemical out of seawater that is used in the refractory bricks. 

Mr. Dituman. That is one of our competitors. 

Mr. Gienn. I do know that they closed last week because of the 
highly competitive market from Yugoslavia and Czechoslovakia. 
They could not compete with the slave wages paid there and closed 
as a result of it. 

Mr. Diriman. Japan is becoming a competitor but their brick is 
expensive because every bit of it is hand-molded. 

Mr. Guienn. I take it you are a proponent of a high tariff as far 
as this product is concerned / 

Mr. Dittman. Well, that takes a little thinking. I doubt that 
there are many refractories brought into this country from other 
countries. We make too good a brick, our competitors and all. Of 
course, we think we make the best. We accept the competitors’ quality 
also and recognize it. 

Mr. Guenn. Thank you. 

That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Casey. 

Mr. Casrey. Do you have any complaints at all about the ship- 
ping conferences? 

Mr. Dittman. Have we any? 

Mr. Casey. I say, do you have any? 

Mr. Ditiman. No. 

Mr. Casry. You have none whatsoever You are completely 
happy ? 

Mr. Dittman. Basically, I think that perhaps, as I stated before, 
you do not get anything unless you ask for it. 

As we come up with better packaging of our materials to create 
less cause for damage, I believe that we should be given some con- 
sideration and be given lower rates. 

I have found always the conferences very fair in any of my dealings 
withthem. They have been very good. 

Mr. Casry. You are a signatory to how many conferences? 

Mr. Dittman. All that are sent to us. Wherever we ship we sign 
a conference contract. 

Mr. Casey. You do not know how many you have signed ? 

Mr. Diruman. I do not know what it is now. I do not recall. 

Mr. Casey. Have you ever shipped on any nonconference lines? 

Mr. Dittman. We never have even attempted, as long as I have 
been in this position anyway. 

Mr. Casry. Do your buyers ever designate the lines they want? 

Mr. Dittman. They do at times, yes. 
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Mr. Casey. In all those instances they have been conference lines? 

Mr. Duman. That is right. 

Mr. Casey. I have no further questions. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. You did state in the closing paragraph that there 
are some constructive changes that can be made in steamship con- 
ferences? Would you el: iborate on that? 

Mr. Dmuman. Well, one of the things that I believe perhaps has 
nothing to do with the conferences. May be it is the steamship lines, 
but I think there should be an avail: bility of the tariffs without cost 
to the shipper just as railroads publish tariffs and give them to shippers. 
I believe that they should do that for all shippers. 

Mr. Jounson. Did you hear the testimony here today that shippers 
for the most part do not seem to have the interest in receiving copies 
of the tariff? 

Mr. Dittman. That is amazing to me because we have our depart- 
ment running to all the steamship offices to read over the tariffs. We 
would rather believe our own eyesight in reading a tariff and what 
it says rather than call up someone and tell them to tell us what it says. 

Mr. Jornson. May I ask how rates compare eastbound and west- 
bound in the North Atlantic trade, particularly with your competitors ? 

Mr. Dittman. Do you mean from the North Atlantic ports? 

Mr. Jonnson. You stated that you did have competition from 
abroad. 

Mr. Dittman. Yes. 

Mr. Jounson. You stated that your commodity was being imported 
into this country. I wanted to know as to how rates compare east- 
bound-westbound as compared with west-east bound. 

Mr. Diuman. Pardon me. I guess I did not make myself clear. 
Our competition is not into this country. It is among the foreign 
buyers. 

Mr. Jonson. So that you really have no so-called competition 
coming into America? 

Mr. Duman. Not into, no, sir. 

Mr. Jounson. What as to the South American theater? 

Mr. Dittman. We are basically out of the market of the eastbound 
of South America, because of the coin exchange basis that they have 
established. However, we have a large market to Chile, Peru, Colum- 
bia, and countries on the west side. 

Mr. Jounson. Do you mean from Chile and Peru? 

Mr. Diriuman. That is where we ship to. 

Mr. Jounson. What foreign competition do you have coming into 
America ? 

Mr. Dittman. None into America on our products. 

Mr. Jonson. None into America? 

Mr. Dittman. No, sir. 

Mr. Casey. Will you yield there? 

Mr. Jounson. Yes. 


nae Casry. Do you have any foreign competition in Peru and 
11 e? 


Mr. Dittman. Just recently one of our United States competitors 
built a plant in Peru. 
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Mr. Casry. Do you have any European competitors competing with 
you down there ? 

Mr. Dittman. Very strongly so. 

Mr. Casey. Do you know how their rates compare with yours? 

Mr. Dittman. We have no idea what their rates are. Naturally, we 
can base our sales appeal on quality quite strongly. 

Mr. Casey. Thank you. 

Mr. Jonnson. I have no further questions. 

Mr. Garmatz. Mr. Drewry. 

Mr. Drewry. Fifteen pe reent is a pretty substantial portion of your 
output to go into export. Has there been any experience of either in- 
creasing or decreasing your volume of export in recent years? 

Mr. Dinuman. In the last 2 years. That is a maximum figure which 
is allotted for export and in the last 2 years I suppose we Shave gone 
down tosome 10 percent or 12 percent. 

Mr. Drewry. Since the war, what has been your peak period ? 

Mr. Ditaan. Our peak periods were shortly after World War II. 
We were tremendous shippers to South America and Cuba. 

Mr. Drewry. You are now losing out, to some extent ? 

Mr. Dintman. Yes, that is the east coast of South America. We ship 
nothing there any more. 

Mr. Drewry. Why would that be? 

Mr. Diuuman. Because of the coin exchange and because of, I be- 
lieve it is a trade agreement between England and Argentina where 
they take refractories down there and bring meat back. 

Mr. Drewry. It is not a question of the E uropean and east coast of 
South America lines having better freight rates? 

Mr. Dittman. No, the steamship lines have nothing to do with that. 
It has been rumored that England did take brick down to the Argen- 
tine and Brazil and did not charge any rates using the brick as ballast. 
That is merely hearsay. 

Mr. Drewry. That is pretty stiff competition. 

Mr. Dittman. I am getting that second hand. That makes it tough 
competition. 

Mr. Drewry. That is all. 

Mr. Garmatz Mr. Cowen. 

Mr. Cowen. I have one question, Mr. Dillman. Have you ever had 
letters of credit expire due to the fact that possibly a conference ship 
did not sail on a designated date ? 

Mr. Dittman. We never have. 

Mr. Cowen. It always sailed on that date? 

Mr. Dittman. We have noticed they have maintained their sched- 
ules very well. 

Mr. Cowen. Your letters of credit have been in ample time? 

Mr. Dittman. That is right. We have lost out on some but not be- 


cause of that. 


Mr. Cowen. That is all, sir. 

Mr. Garmatz. Are there any other questions ? 

Thank you very much, Mr. Dillman. 

Mr. Ditrman. Thank you. 

Mr. Garmatz. Is Mr. Damiens here, representing Walter J. Geric, 
Ine. ? 
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STATEMENT OF MARCEL J. DAMIENS, VICE PRESIDENT, WALTER J. | 


GARIC, INC., AND H. A. TABARY RICE CO. 


Mr. Garmatz. You may proceed, Mr. Damiens. 

Mr. Damtens. My name is Marcel J. Damiens, I am vice president 
of Walter J. Geric, Inc., and our subsidiary company, H. A. Tabary 
Rice Co. Our president, Mr. H. A. Tabary, who was to appear before 
this committee, is unable to do so because of a pertinent business 
engagement at this time which prohibits his testifying. 

Our firm, Walter J. Garic, Inc., has been in the exporting business 
since 1906 handling rice exclusively. Recently we have extended our 
business to handle canned shrimp, which presently is only a very 
small portion of our operation. We operate as dealers; that is, we 
buy stocks of rice and shrimp from the processor and in turn sell 
outright to a foreign buyer through our representatives that we main- 
tain on a commission basis in all foreign markets. 

On a 6-year average, we ship approximately 300,000 hundred- 
weights of rice yearly, made up of about 30,000 yearly to Puerto 
Rico; 200,000 yearly to Cuba and the balance to the Continent and 
United Kingdom, South and Central America, and the small islands 
in the haebeas Sea. Thus we consider ourselves as small shippers. 
Our shipments to the: Far East and Near East are not considered in 
the above, as the larger portion of this business during the past 3 
years has been handled through larger companies of more financial 
availability than ours. Because of the method employed by our 
Government in disposing of surplus milled rice, sales to the Near East 
and Far East, under Public Law 480, Title 1, a small businessman 
could not possibly handle this volume business. 

Our business in rice during the past 4 years has been extremely dis- 
couraging; so much so, we were forced to cut down on office personnel 
as well as trying to eliminate as many expenses as possible. This 
may be attributed to conditions forced on us by our Government, 
which we must work with; the most important factor being the 
fictitious Government Support prices guaranteed the American rice 
farmer for their product. 

Although the above may seem unimportant to you at this particu- 
lar hearing on practices of steamship conferences, we bring it to your 
attention only to illustrate some of the problems we face daily in our 
business. We are now faced with another problem; that is, the 
possibility of disallowing the present steamship conferences to con- 
tinue their operation with the contract system. Any factor, what- 
ever it may be, affecting a steamship line, outright and directly affects 
us, because the dapendebiieg and serviceability and rates of a line 
has a direct bearing on our foreign sales. 

It is because of this fact that we are here today to go on record 
as being definitely and entirely in favor of steamship conferences. 

Dual rate system: This portion of conference contracts seems to 
be one of the most controversial. We feel every organization needs 
some type of protection to make it effective. The conferences feel 
the dual rate system to be the best method of maintaining an effective 
organization. Should the dual rate system be eliminated, the con- 
ferences would certainly be ineffective and of no value. We have no 
objection whatsoever against the dual rate system so long as depend- 
able service is maintained and rates realistic. 
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Although those against conference state that conferences are 
monopolistic and have no competition amongst themselves, we feel 
differently. Conference members do have active competition by 
striving daily to give a better, regular, and quicker service to a com- 
mon market by offermg various sundry services to shippers; by ob- 
taining information from foreign markets through their many 
facilities. 

The mechanics of a conference contract, we believe, are such that a 
shipper eliminates certain risks that would otherwise be prevalent 
should conferences be abolished. 

(a) By far and foremost under conference contracts, we are able 
to have stability of rates. We are able to sell a foreign buyer our 
product for a future delivery and be guaranteed the rate at the time 
of sale will be the same at time of shipment. <A lack of cargo or over- 
supply would not affect the rate except in isolated cases where the con- 
ferences are formed to meet the competition of the characters and 
nonconference lines. This advantage, we feel, is the most important. 
To eliminate stability of rates and force lines into a rate war would 
seriously affect our business, because rates would change from 
day to day; foreign buyers would hesitate buying for fear rates would 
continue to decline, thus affording them a cheaper purchase. Those 
buyers who would purchase would not hesitate to make a claim against 
the seller for the difference in the ocean rate. Naturally, common- 
sense shows that instability of rates is very dangerous to business. 
Lastly, the seller could never be absolutely certain of what rate he is 
to use when making a quotation, as quotations are made and sales con- 
firmed for delivery to a buyer 30 to 60 days, and longer, from date 
of sale; therefore, it is absolutely necessary stable rates be maintained. 

(b) Because conferences cannot generally compete by quoting 
cheaper rates than the nonconference or cutrate lines, who usually 
quote a percentage under the conference rate—rarely ever initiating 
rates; the conferences without a tie system would certainly hold an 
umbrella over the outsiders. The conferences compete by offering 
regular liner sailings; they compete by offering various services; 
thus, sailings are better distributed. This service competition greatly 
benefits the shipper. 

(c) Conferences allow the smaller shippers, as ourselves, to have 
the same rate as a larger shipper, thus affording the small shipper to 
be competitive ratewise with the larger shipper or competitor in his 
particular field. 

(d) It is not necessary to contact all lines serving a particular mar- 
ket to obtain a rate; but rather, a call to one line belonging to the 
conference would give the same information pertaining to rates as 
all other lines belonging to the conference; it is time consuming for 
an exporter to contact all lines to obtain rate information. 

There is, however, a phase of steamship conferences that we dis- 
tinctly are not in favor of. 

We feel that the conferences should not be dictatorial when making 
rates, but rather should sit in consultation with the interested shippers 
when they, the conferences decide to make a change in rates to any 
market. 

As an example: Should the conference members decide the rate on 
rice should be increased by 15 cents per hundredweight to the Conti- 
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nent, we feel that they, before establishing the new rate, should notify 
the shippers and give the shippers an opportunity to present their 
views on such a rate change. We feel this to be very impotrant, be- 
cause of the keen competition we face today from foreign producers 
of rice, any Increase in a rate may seriously affect our selling ability 
in a given market and thus, in the long run, the liners would lose the 
business they would have ordinarily had at a lower rate. We do not 
wish our position on this matter to be misunderstood as we feel that 
when the conference establishes a rate they certainly consider what 
effects such a rate will have. However, the affected ‘shippers should 
have an opportunity to present their pros or cons prior to the estab- 
lishment of a rate. 

It was certainly a privilege to have had the opportunity to appear 
before you this date and trust that our statement will have some 
bearing on the final outcome which we hope will be favorable toward 
the steamship conferences. 

Mr. Garmatz. Mr. Damiens, in your second paragraph, you said: 

Because of the method employed by our Government in disposing of surplus 
milled rice, sales to the Near East and Far East, under Public Law 480, title 
I, a small businessman could not possibly handle this volume business. 

You say you are a small businessman. How does Public Law 480, 
title I affect you 4 

Mr. Damrens. Under that the Government owns stocks of milled 
rice. The Government themselves owned the milled rice. That is 
before this new PIK program came into effect in December. Prior 
to that, they milled the rice that they obtained from the farmer under 
support. 

Under the 480 deals the Government would put up the niilled rice 
and the exporter would have to sell it to the foreign buyer. 

For instance, if Pakistan came in for 30,000 tons, it would be im- 
possible for us to go to the Government and buy ! 30,000 tons of rice 
and then try to sell it to Pakistan. 

If Pakistan did not take the rice we would have to eat 30,000 tons 
of rice. 

Briefly, the only way it could be done would be for the Government 
to give us a firm option on the rice and then, if Pakistan took it 
or declined it, we would have the option of taking or declining from 
the Government, but the Government does not give firm options. 

The larger exporters who had the money to back them up could 
take the position on the rice and they had all the rice for the foreign 
buyer. 

Mr. Garmartz. I can see the effect that that would have on the small 
businessman. 

Mr. Mailliard ? 

Mr. Marirarp. I have no questions. 

Mr. Garmatz. Mr. Glenn. 

Mr. Gienn. Along this line that the chairman inquired about, can 
you not have some aid through the Small Business Administration 
of grouping your small businessmen together and obtaining protection 
under this Public Law 480, title I? 

Mr. Damiens. I do not know if that can be done. You would 
have to get a large group to finance such a large amount of rice; 
30,000 tons of rice is more than a half million bags and at an average 
of around $6 or $6.50 a bag runs to quite a bit of money. 
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I do not know : any aid you can have from the Small Business 


Administration. I do not think you can obtain aid on something 


like that. I do not think the Small Business Administration would 
finance me if I went to them and said I had a chance to sell Pakistan 
30,000 tons of rice providing they would finance the buying of the 
rice from the Government. 

I do not think they would finance an operation like that. 

Mr. Marmuiarp. That is all. 

Mr. Garmatz. Mr. Downing. 

Mr. Downtne. I have no questions. 

Mr. Garmarz. Mr. Casey. 

Mr. Casry. Do you have any complaints about the conferences 
other than this one that you mentioned here about the rate change? 

Mr. Damiens. No, sir. We favor the conferences altogether. 

Mr. Casey. Have you ever shipped nonconference / 

Mr. Damiens. No, sir; not to my knowledge. We never have. 

Mr. Casry. How about your buyers? Do your buyers sometimes 
designate how they want their rice shipped ¢ 

Mr. Damiens. Yes, I have two buyers in particular, one in Greece 
and one in Belgium, who always designate the lines, but they always 
designate a conference line. 

Mr. Casry. Do they pick a particular flag line? 

Mr. Damiens. Yes, sir. The one in Belgium prefers it to be 
shipped on a Belgian line just out of favoritism to a Belgian line, 
which is a conference member. 

Mr. Casry. How about the Greek ? 

Mr. Damiens. The Greek favors a Greek line. 

Mr. Casey. Have you ever had any delay in having your shipments 
picked up? 

Mr. Damiens. Well, we have had delays. There are always delays 
in steamers going out, either for weather or other causes. We have 
had delays especially on shipments to Havana where we work on let- 
ters of credit. I remember one case a few months ago where my 
shipment was delayed and I requaned an April 30 lading where the 
boat was not going until May 2. Since the steamship line delayed the 
ee they got the extension on my credit for me through their 

facilities. 

Mr. Casey. I have no further questions. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. Mr. Damiens, you state here that you are in the ex- 
port business and handle, I believe, rice exclusively. Is that right? 

Mr. Damiens. Yes, sir; until the last 214 years, when we have han- 
dled a little canned shrimp. 

Mr. JouNson. You are not in the shipping business? 

Mr. Damiens. No, sir. 

Mr. Jounson. But your statement here uses phraseology and so 
forth, indicating that you have some knowledge of shipping. 

Mr. Damiens. Well; I have worked with a ste: imship line. 

Mr. Jounson. Did you have assistance in the preparation of this 
statement ? 

Mr. Damtens. No, sir; I have not. 

Mr. Jounson. Who prepared the statement for you? 

Mr. Damiens. I did, sir. 

Mr. Jounson. You did it yourself with no assistance? 
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Mr. Damtens. Yes, sir. 

Mr. Jounson. I have no further questions. 

Mr. Garmatrz. Did you say you were in the shipping business your- 
self or had some experience ¢ 

Mr. Damiens. Yes, I worked with a steamship line back in 1951. 
I worked for United Fruit Co. 

Mr. Garmatz. For how long? 

Mr. Damiens. I worked 1 year and then went into the Navy for 2 
years and came back and worked another year with them. 

Mr. Garmarz. Mr. Drewry. 

Mr. Drewry. Mr. Damiens, you are exporters of milled rice, is'that 
correct ¢ 

Mr. Damiens. Yes, sir; milled rice. 

Mr. Drewry. That is a rice millers’ association. Do they have an 
ocean freight rate committee? 

Mr. Damiens. I did not hear you. 

Mr. Drewry. I say, does the Rice Millers Association have an ocean 
freight committee ? 

Mr. Damiens. Yes, sir; they do have a committee. 

Mr. Drewry. Do they discuss with the conferences the matter of 
establishing rates? 

Mr. Damiens. Well, I do not know of any negotiations which they 
have with the conference. We do not belong to the Rice Millers 
Association because we are not a rice miller. It is only millers that 
can belong to the association but they do have discussions with the 
conferences that I know of. 

Mr. Drewry. Do you belong to any association ? 

Mr. Damiens. Not pertaining to rice; no, sir. There is only one 
rice association. That is the Rice Millers Association and it is only 
rice millers that can belong to it. 

Mr. Drewry. You do not know whether they deal with the con- 
ferences on establishing rate levels or not ? 

Mr. Damtens. Well, I could not give you specific instances but in 
talking with friends in the business, we know they talk with the con- 
ference and have negotiations with them on the rates. 

Mr. Drewry. I notice that you said that one fault was that there 
was not close enough consultation. 

Mr. Damtens. ae not know of any negotiations the Rice Mill- 
ers’ Association has with the conferences prior to the establishment 
of a particular rate, as the operations of this association is closed 
to all but their members. I do know that our firm as an exporter is 
never consulted on the establishment of a particular rate pertaining 
to rice, prior to the establishment of such a rate. 

Mr. Drewry. That isall,Mr. Chairman. Thank you. 

Mr. Damtens. It was not made prior tothe rate. 

Mr. Garmatz. You say there is no association of rice people, but 
how about the shrimp people? Is there any particular group in that 
that may be helpful? You say you also handle shrimp. Is there a 


shrimp association that may be helpful to you in your business? 

Mr. Damriens. The shrimpers have their association but that is 
mainly domestic. 

The shrimp people would not figure with ocean carriers at all be- 
cause they are so small. 
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Mr. Garmatz. I have no further questions. 

Are there any other questions? 

Thank you, Mr. Damiens, for your appearance here this afternoon 
as a witness. 

Mr. Williams, do you have any objection to appearing tomorrow 
morning at 10 o’clock ? 

Mr. Witut1aMs. Yes; I can appear tomorrow. 

Mr. Garmatz. With no objection, the subcommittee will be in re- 
cess until tomorrow morning at 10 o’clock. 

(Whereupon, at 4:25 p.m., the subcommittee recessed to reconvene 
at 10 a.m., Wednesday, May 13, 1959.) 
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WEDNESDAY, MAY 13, 1959 


House oF REPRESENTATIVES, 

SprcraL SUBCOMMITTEE ON STEAMSHIP CONFERENCES, 

OF THE COMMITTEE ON MERCHANT 
MaRINE AND FIsHERIES, 
New Orleans, La. 

The subcommittee met at 10 a.m., pursuant to recess, in the Old 
Supreme Courtroom, Civil Court Building, Royal and Conti Streets, 
New Orleans, La., Hon. Edward A. Garmatz presiding. 

Present: Representatives Garmatz, Anfuso, Downing, Casey, John- 
son, Tollefson, Mailliard, and Glenn. 

Staff members present: John H. Drewry, chief counsel, and Robert 
H. Cowen, counsel. 

Mr. Garmatz. The subcommittee will come to order. 

I would like for the record to show that we have another member 
of the committee with us this morning, Congressman Thor Tollefson, 
from the State of Washington. 

Our first witness this morning is Mr. R. W. Williams, general 
manager of H. Janssen Lumber Co., of New Orleans, La. 


Mr. Williams? 


STATEMENT OF R. W. WILLIAMS, GENERAL MANAGER, H. JANSSEN 
LUMBER CO0., NEW ORLEANS, LA. 


Mr. Witurams. My name is R. W. Williams, general manager, H. 
Janssen Lumber Co., 1011 Carondelet Building, New Orleans. I am 
a resident of New Orleans, La. 

My object in appearing is to state that we need the service of inde- 
pendent lines from the gulf to the Continent, and this service is our 
lifeline, and we are dependent on this service to enable us to do any 
business. Our sales are made f.o.b. port and our customers on the 
Continent stipulate that we are to put their lumber on a nonconference 
ship. 

There is very little lumber business left, and we are making “Cus- 
ter’s last stand.” If we can keep going on our present basis with 
Amerind, our customers will not go to Brazil for a substitute wood, 
or maybe look to the Far East for some of their supplies, as is now 
done by the lumber people of the United Kingdom. 

The main thing is we want to be left alone and not hampered by 
any regulations of any sort that may be proposed now or in the future. 

One of the standing examples of what can happen to-business is the 
cotton business, and everybody knows what has brought about the 
stagnation of the export of this commodity. 
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Business can only be done when you can supply a commodity at a 
price that will suit the amount of cash in the other fellow’s pocket- 
book, and in our case we must maintain our present relations with 
independent steamship operators. 

Of course some cargo will always continue to move by conference 
line boats, but they still have to find the answer as to how to fill their 
ships. 

in closing, I appear to say that we are in opposition to any proposal 
that the exclusive patronage conference contract dual rate system be 
permanently legalized. 

Mr. Garmatz. Mr. Williams, where do you ship most of your 
products ? 

Mr. Wriu1ams. We are shipping to the Continent and to Italy. 
We ship some on conference line boats. We are going to give them 
100,000 feet out of Mobile very soon. Most of our stuff is going to 
West Germany. We ship some stuff to Habana but not at present. 

Mr. Garmatz. Is it any special type of lumber? 

Mr. WiiuiamMs. Germany takes a special type of wood. If they do 
get it somewhere else, they would not buy it here. We give them a 
special grade that they need. 

Mr. Garmatz. What type of wood is it? 

Mr. Wiu1aMs. It is a type of shortleaf pine from the Southern 
States. It comes out of Texas, Louisiana, and Alabama. 

Mr. Garmatz. Mr. Anfuso? 

Mr. Anruso. Mr. Williams, I am interested in this statement that 
you make here that you do not want to be hampered by any regulations 
of any sort. Do you mean by that that you would rather favor cut- 
throat competition ? 

Mr. Wiuu1aMs. Well, I think there ought to be a coexistence, so 
to speak, of the two services. 

Mr. Anruso. What do you mean by that? 

Mr. Witu1aMs. Well, there ought to be independent operators op- 
erating and also the conference lines operation. I do not think that is 
any detriment to business. If we sell a German f.o.b. port and he 
tells us to put it on a nonconference ship, we either have to do that or 
go out of business. 

Mr. Anruso. Are you in favor of no regulation insofar as inde- 
pendent operators are concerned ? 

Mr. Wiix1aMs. Well, I would not want to exactly make that state- 
ment. I donot think there is any bad feeling between the two different 
lines. Everything seems to be operating peacefully. 

Mr. Anruso. Are you in favor of some regulations which would 
insure regularity and reliability of service? 

Mr. Witu1aMs. As long as we can go along like we are doing and do 
some business without being put out of business, then we have no 
objection to any proposals that would not put us out of business. 

Mr. Anruso. What do you mean by this statement: 

Business can only be done when you can supply a commodity at a price that 
will suit the amount of cash in the other fellow’s pocketbook * * * 

Mr. Wiu1ams. I mean this: that we are pricing ourselves out of 
the world markets. Everybody knows that. If our prices get too 
high, the man on the other side will not buy. 
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Now, we have an example here. Years ago there was an enormous 
business done out of the southern ports in American 1-inch oak boards 
that went to England. Today there is not one single board moves 
any more from here to Engl: ind because they go out to Malaya and 
they use substitute woods and they do not have to pay for that in 
American dollars. They use pounds sterling. 

One of the obstacles to business is the American dollar. We 
have to realize that. The other fellow’s problem is to get some 
American dollars. 

Mr. Anruso. How much volume of business do you do? 

Mr. WituiaMs. We are not doing a large volume of business. 

Mr. Anrvuso. How much have you done in the last year? 

Mr. WituiaMs. If we can do 100,000 or 200,000 feet a month we 
are happy. 

Last year, business fell off a good deal. We had a recession in this 
country and they had a recession over there. Business slowed down. 
They did not buy. 

Mr. Anruso. How much volume is that in dollars and cents? 

Mr. WituiamMs. It would be about $40,000. 

Mr. Anruso. $40,000 a year? 

Mr. WIiLiiaMs. No, by the month if we can get up that much. 

Mr. Anruso. And last year you said you did more? 

Mr. WituraMs. No, we did Jess last year. Everybody did less. 

Mr. Anruso. How long have you been in business? 

Mr. WiuraMs. I have been in this lumber export business since 
1920. Of course, during those years we had good business. Of course, 
at that time we had not annihilated our longleaf pine forests. One 
of the reasons we have lost a lot of business is because we do not have 
that particular type of wood to supply any more. Of course, at that 
time the wood was quite reasonably cheap, too. The freight rates 
were low, as we all know, way back there. 

Mr. Anruso. That is the only reason why you have lost that vol- 
ume of business? 

Mr. WixuiAMs. That is one of the reasons. 

We have annihilated our southern longleaf pine. 

Then another reason is, like I mentioned just now, that we have 
lost the English business because they go to the Far East. Then 
they also buy out of the west coast of Africa, too. They buy substi- 
tute woods to conserve their own cash and to avoid having to go out 
and get dollars. 

Mr. Anruso. Were you ever a member of a conference ? 

Mr. Wi11aMs. Yes. 

Mr. Anruso. When was that? 

Mr. Wiiuiams. Well, you mean the steamship conference. Yes, 
we are a member of the conference, yes. 

Mr. Anruso. Are you still a member of the conference? 

Mr. Wriutams. Yes, we are going to give them some cargo very 
soon out of Mobile. In fact, we have some stuff booked for the An- 
tinous. It is not much, small parcels. Nothing moves in any volume 
any more. Years ago, a quarter of a million feet would move quite 
sasily. 

Mr. Anruso. Of what conference or conferences are you a member ? 

Mr. Witu1aMs. This Gulf Conference here. 
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Mr. Anruso. How long have you been a member of the Gulf 
Conference ? 

Mr. Wirit1amMs. Quite some time. 

Mr. Anruso. Twenty years? 

Mr. Wiuuiams. Has it been in existence that long? 

Mr. Anrvso. I do not know. Iam asking you. 

Mr. Wint1ams. I do not think so. I do not know the exact date 
that they went into existence. 

Mr. Anruso. Has it been for more than 10 years? 

Mr. Wiu1aMs. If they have been in existence that long, I do not 
remember. 

Mr. Anruso. Have you been a member of that conference ever since 
its existence ? 

Mr. Wiuur1ams. Ever since it existed. We give them a lot of busi- 
ness. We have lost some business again. Up to 1953, we were 
shipping out of the South here. 

Mr. Anruso. How have you been treated by the conference? 

Mr. WituiaMs. Treated ? 

Mr. Anruso. Have you been treated badly ? 

Mr. WiiuiaMs. I talk about them in the highest terms. 

Mr. Anruso. Were you ever involved in a rate war with the United 
Kingdom on hardwood lumber? 

Mr. Witu1ams. No. I think you would have to go back a long 
time to have gotten into a rate war over there when some of the big 
operators might have been chartering a boat maybe, but you would 
have to go back a long time to find that kind of a condition. 

Mr. Anruso. You were never involved in any such rate war? 

Mr. Wiiuiams. No. 

Mr. Anruso. Do you know whether or not the conference was 
involved in any such rate war concerning hardwood lumber? 

Mr. WituraMs. I do not think so because it was nothing that con- 
cerned them. 

Mr. Anrvuso. All your relations with the conference have been all 
right? 

Mr. Wituiams. Yes, I think of the conference in the highest terms, 
very friendly with every person connected with the ste amship lines 
that belong to the conference. 

Mr. Garmatz. Mr. Downing. 

Mr. Downine. Mr. Williams, you state here that you need the 
service of independent lines and that this service “is our lifeline.” 

Mr. Witxiams. Here is the thing. If I did not have that, my Ger- 
man buyers would probably cut me off and would not buy. They 
would say, “Well, your price is too high.” They can go to Brazil 
and get the substitute wood, what we call Parana pine, and they are 
thinking of going out to Malaya and buying out there just as people 
buy a lot of Japanese oak. 

Mr. Down1ne. You make that statement because the Germans re- 
quest you to use a nonconference line, is that correct? 

Mr. Wiu1aMs. That is correct. 

Mr. Down1na. Are you opposed to the conference system or dual 
rate system / 

Mr. WititaMs. I am not opposed to it; no. 
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Mr. Downtne. Does that independent line give you regular serv- 
ice out of the gulf ports? 

Mr. Wiuiams. Yes, we get enough service from them for what we 
need for the amount of business we have available. 

We have no great volume. We ship 15,000 feet at a time or some- 
thing like that, "30, 000 feet at a time. There is no big volume. 

Mr. Dow ning. Does the independent have regular scheduled 
services ! 

Mr. Datei Yes, they have regular scheduled services. 

Mr. Downina. Now, you say you are a member of the Gulf Coast 
Conference 4 

Mr. Wiiu1aMs. Yes. 

Mr. Downtnea. Is lumber an open commodity or is that a com- 
modity that has a rate? 

Mr. Witt1ams. A commodity that has what? 

Mr. Downtnea. A rate. 

Mr. Wiuurams. A rate? Well, you have to have an ocean rate that 
will enable you to sell it. 

Mr. Downtne. By that I mean you will be able to take advantage 
of the lower rate when you ship that lumber by conference steamers? 

Mr. Witx1ams. Well, if that rate was the same as what I am 
shipping on right now, T have got some stuff moving to the Continent 
and the rate is $40.50 a thousand feet of pine. That rate does not exist 
with the conference from here to Hamburg or Rotterdam. The Ger- 
mans will write and tell me, “You have got to put this on a noncon- 
ference boat.” If I want their business I have got to do it or else go 
out of business. 

Mr. Downina. It is for that reason that you favor the independent 
lines ¢ 

Mr. Witut1ams. Yes. I am compelled to, if you wish to put it that 
way. 

Mr. Downrna. You are not opposed to the conference system or 
the dual rate system ¢ 

Mr. Wixu1aMs. No, I am not exactly opposed to them, no. They 
do not hurt me. 

Mr. Downtnea. Thank you. 

Mr. Garmatz. Mr. Tollefson. 

Mr. Totierson. You have been in business since 1920, as I under- 
stand, and you have been satisfied with the way the conference system 
is operated today ? 

Mr. Witu1ams. Yes, because we use conference boats. Like I men- 
tioned just now, we are going to put some stuff on the conference boats 
in Mobile to go to Italy. 

Mr. Totterson. You do have an independent line or lines which 
are available to you? You do use an independent line also? 

Mr. Wuu1aMs. Well, we use independent lines to the Continent but 
not to Italy. 

Mr. Touterson. It strikes me that what you are concerned about is 
any change in the situation. You are satisfied with the present condi- 
tions, as I understand your testimony, and you seem to be concerned 
about what might happen as a result of these hearings, is that right? 

Mr. WituiaMs. Yes, it does disturb me a lit]te bit, if you want to put 
it that way as to what might happen asa result of these hearings. Yes. 
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Mr. Toxierson. What if the committee does not recommend any 
change in the current situation / 

Mr. WituiaMs. I beg your pardon / 

Mr. Totterson. What if the committee or Congress does not recom- 
mend any change in the situation: Would you be satisfied to leave 
things as they are? 

Mr. WiiuiaMs. If everything is left status quo, you mean ? 

Mr. To.tieFson. Yes. 

Mr. WiuiiaMs. Yes. 

Mr. Totterson. In other words, you would be satisfied to leave the 
conference system as it is 4 

Mr. WiuuiaMs. Yes. 

Mr. To.ierson. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Maiutarp. Mr. Williams, just to clarify this point, in the last 
paragraph of your written statement, you say : 

* * * we are in opposition to any proposal that the exclusive patronage con- 
ference contract dual rate system be permanently legalized. 

Mr. WittiaMs. Yes. 

Mr. Maru1arp. It is in use now. Do you want it to be continued in 
use illegally ? 

Iam a little mystified as to what you are recommending we do. You 
say you do not want it legalized. Yet you told Mr. Tollefson that you 
are satified with the situation as it is. I cannot tie those two together. 

Mr. Witi1ams. What I meant is this: I do not want to see something 
done that would permanently hamper us. I do not know exactly what 
the outcome of all this is going to be. I am not a lawyer but it 
sounded kind of bad in some respects that it might be harmful to my 
business. I do not know whether it would or not. 

Mr. Anrvuso. Would you yield there ? 

Mr. Maiuuiarp. Let me try to see if I understand Mr. Williams’ 
position. 

The testimony you have just given us is at variance with your 
written statement, it seems to me, because, if you are satisfied with 
conditions as they are, then we must legalize the conditions that are 
now in operation because under present law the present system that is 
now being used will no longer be protected by the law as of the end 
of June of 1960. Do you see any reason why this committee should 
not enact permanent legislation to replace the temporary legislation 
that now exists / 

Mr. Wiuutams. Well, when I was making that statement I had in 
mind that maybe we would be forced to do something by legislation 
that we did not want to do. 

Mr. Matuiiarp. In other words, what you do not want us to do is 
to change the law in such a way that it would not permit the inde- 
pendent operator to be in business. Is that the essence of it? 

Mr. Wiu1ams. Well, I would just like to see things going along as 
they have been going along without harming anybody. If they can 
continue on that basis, then it does not matter what the legal wording 
or what you want to apply to this. 

Mr. Marutiarp. I yield. 











STEAMSHIP CONFERENCE STUDY 975 


Mr. Anruso. Just to follow up what Congressman Mailliard just 
said, you would oppose any law which would prohibit you from 
dealing with independents as you are now? 

Mr. Wiis. Yes. 

Mr. Garmarz. Mr. Glenn. 

Mr. Guenn. I have no questions. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Mr. Williams, what is the conference rate on lumber 
now ? 

Mr. WituraMs. We are using a rate of $40.50 from the gulf to 
Hamburg and Rotterdam. 

Mr. Casrty. What is the nonconference rate? What is the inde- 
pendent line’s rate? 

Mr. Wu1aMs.. Well, I am talking about the independent line rate 
now which is $40.50 a thousand feet. 

Mr. Casey. That is the independent rate? 

Mr. Wiuu1aMs. The independent rate. 

Mr. Casry. That is $40.50 a thousand feet? 

Mr. WiiiamMs. Yes. 

Mr. Casry. What is the conference rate? 

Mr. WituraMs. I think the conference rate is about $50. 

Mr. Casey. You think itis about $50? 

Mr. WiiuiamMs. Yes. 

Mr. Casey. In other words, it is about 20 percent higher? 

Mr. WiiuiaMs. It is not that much. I have not used that rate lately, 
so I have not put it down on my list. 

There is a differential there of, I think, about $5. 

Mr. Casey. You are shipping now on a nonconference, an inde- 
pendent line? 

Mr. Wiuuiams. Independent line, yes. 

Mr. Casgy. You made that shipment on that line at the request of 
your purchaser in Germany / 

Mr. Wiiu1ams. In Germany, yes. 

Mr. Casry. Now, as a signatory to a conference contract, does the 
conference challenge you on using this independent line or have they 
endeavored to penalize you at any time for it? 

Mr. Wiriu1ams. No. 

Mr. Casry. What is the noncontract rate on the conference line? 
Do you know that? 

Mr. Wiiur1AMs. I think the conference rate is higher than the non- 
conference rate. I think it must be about a $5 differential. I am not 
quite sure. 

Mr. Casry. But the conference has two rates, does it not? 

Mr. WriutaMs. Yes, but I do not use their other rates. 

Mr. Casey. Your chief competition is from Brazil in your German 
market ? 

Mr. WiitaMs. Yes, they get a lot of wood from Brazil and they 
are even thinking of going out to the Far East to Malaya. 

Mr. Casry. Do you know what the shipping rate is on lumber 
from Brazil to Germany? 

Mr. WitraMs. No, I have not looked into that but I discussed that 
with a German over here 2 or 3 years ago. 

Mr. Casey. You discussed it with whom ? 
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Mr. Wiuuiams. With a German agent visiting me. 

Mr. Casey. What did he tell yout ' 

Mr. Wiuu1aMs. He said, “If your prices get too high over here, 
we just won’t buy from you. We can’t afford to buy from you because 
we cannot get together that amount of dollars.” 

Mr. Casey. Was he talking about what you sell your lumber for 
or was he talking about freight rates? 

Mr. Wiuu1ams. No, he was talking about the cost of the lumber. 

Mr. Casry. Have the freight rates caused any increase in the cost 
of your lumber or is it just the fact that timber has gone up? 

Mr. WittiaMs. It is a combination of both. 

Mr. Casry. What change have you had in your freight rates in the 
last 10 years ? 

Mr. Wixuiams. I do not know. I would not want to answer that 
question. 

Mr. Casry. Well, has it been material? Has it been a lot? 

Mr. Witiiams. You talk to a fellow on the other side who has 
a scarcity of dollars, say, and $5 a thousand to him is quite an awful 
lot of money. 

Mr. Casry. I know that, but can you tell me approximately how 
much the rate has varied in the last 10 years? 

Mr. Witx1ams. No, because I have not looked back in my file. 

Mr. Casry. Has it gone up? 

Mr. WitutAMs. It has gone up. 

Mr. Casry. Have you made any request to the conference that they 
lower the rate? 

Mr. Witiiams. No. 

Mr. Casey. You never have? 

Mr. Wiiui1aMs. No. 

Mr. Casry. Would that not be a good idea if you run into stiff 
competition ? 

Mr. Witutams. It would be if I was a big shipper and had some- 
thing worthwhile to talk about, but, with small parcel lots of 15,000 
feet or 30,000 feet, you have not got a talking point. 

Mr. Casry. You do not know until you try, do you? 

Mr. Wiu1aMs. You do not know it until you try is very correct but 
this lumber export business has practically dwindled down to nothing. 
Here a year ago, one of the largest exporters in the gulf went out of 
business after being in business about 40 years; American Pitch Pine 
Export Co. They voluntarily liquidated a year ago. They were 
one of the largest operators. 

Mr. Casey. Did the freight rates have anything to do with them 
going out of business ? 

Mr. Witu1ams. I do not know. It is just a combination of a lot of 
circumstances. 

Mr. Casey. Do you belong to any export association ? 

Mr. Witi1ams. No, I do not belong to any lumber export 
associations. 

Mr. Cassy. Do you belong to any shipping association at all ? 

Mr. Wiritams. No. There is only one export association now and 


it is practically defunct. In Memphis, you have the National Lumber 


Export Association to take care of lumber shipments going to Eng- 
land, but they have nothing moving to England, so they could prac- 
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ically close that association up. They just hang on to it hoping 
th it maybe England might come back and buy some oak boards over 
here which they do not. They go to Malaya now and get substitute 
woods. Kaeuring Meranti they have found very satisfactory. 

Mr. Casey. Mr. W illiams, if it gets to the point where you cannot 
sell anything over there and are about to be priced out of the market 
are you going to close down or are you going to ask these ship ping 
lines to lower your rate ? 

Mr. WiiuraMs. I would either have to close down or see what TI 
could do with the steamship people. I guess I can do either one of the 
two. I do not want to be forced out of the business after working 
in it ao 

The only thing I can say about this export business, as far as the 
commodity of lumber is concerned, is I would not advise any young 
man to try to go in it. 

Mr. Casry. As I gather from your statements, you are one who 
just believes in the free enterprise system and your statement get 
erally means that you want to see independent competition along 
with the conference line, is that right ? 

Mr. WititaMs. Yes. 

Mr. Casey. It is more of a statement of your policy and philosophy 
than any particular complaint against the shipping industry. 

Mr. Witrrams. No, I am not making any particular complaint as 
yousay. Iam juststating my opinion. 

Mr. Casey. Th: = further questions. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jomnson. Mr. Ww illiams, before testifying today, did you talk 
with other lumber companies in the area respecting this matte rt 

Mr. Wititams. No, I just sat down in my office and, out of the bh 

v, I just wrote a few words that I thought I would like to say. 

Mr. Jounson. So the expression that you brought forth in your 

stimony is purely a personal one ? 

"i WitiiaMs. A personal one. 

Mr. Jounson. Of your company ? 

Mr. WitttaMs. Yes. 

Mr. Vacuum. Would you consider lumber a so-called specialty 
the classification of trade commodities 

Mr. Witir1aMs. I think it would be correct to say that. 

Mr. Jounson. You have to treat lumber a little differently from 
the other so-called commodities ? 

Mr. Witttams. That would be very correct, because lumber is some- 
thing that has to come from the forest and be manufactured into 
boards. It is not like a chemical that is made in a factory. You ean 
handle that differently. Lumber is a funny commodity to handle. 
It stands on its own feet. 

Mr. Jornnson. Is it not, sir, in the classification of so-called bulk 
commodities, like cement and others, which is not too attractive for 
the steamship companies to handle? 

Mr. Wit11ams. Is lumber unattractive for steamship people? 

Mr. Jotunson. Yes. 

Mr. Wuttrams. No, I do not think so because it stows well, the 
lengths are not too long and the widths are not too wide. From a 
stevedoring standpoint, I think it would be considered desirable cargo 
on account of the way it would stow. 
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Mr. Jounson. But in your fulfilling of your orders, you only sell 
when you have a direct order. You do not quote prices in advance 
or on future? 

Mr. Wii1AMs. Sometimes we quote prices if we have something to 
offer that a mill wants to move and the quotation is made good for 10 
days and then, after we get the business, we place the order with the 
mill. 

Mr. Jounson. But it is a comparatively short future of not more 
than 10 days. 

Mr. Witxirams. A comparatively short future, yes. 

Mr. Jounson. Now, Mr. Williams, in your testimony you state, and 
I quote: 


* * * our customers on the Continent stipulate that we are to put their lumber 
on a nonconference ship. 


Mr. Wriiurams. Yes, sir. 

Mr, Jounson. Are those customers only in the West Berlin area? 

Mr. Wriuurams. West Berlin area. 

Mr. Jounson. So that you would confine your statement, then, not 
to the Continent but only to West Berlin? 

Mr. Witu1aMs. West Berlin. 

Mr. Jonnson. Is there any other area ? 

Mr. Witutams. No, that was the only other area we were shipping 
to in Germany, West Germany. 

Mr. Jounson. West Germany ? 

Mr. WiiutaMs. Yes. 

Mr. Jonnson. Why would they so stipulate when your company 
makes the price? 

Mr. Wizurams. Well, for this reason: They figure that if we use the 
lowest ocean rate we can find, we will lower our price and make it 
based on that rate, which we have to do. They figure very closely. 
They know what the ocean rates are and are very close students, so we 
do not get any benefit out of the lower ocean rate. We adjust our 
price down to that rate. All we try to do is make a profit. We do 
not make any money out of the lower ocean freight rate. The dif- 
ference does not go into our pocket. We pass it on to them in the 
way of a lower price. 

Mr. Jounson. But in the price you quote, you include freight, do 
you not? 

Mr. WILLIAMs. Sometimes yes, and sometimes no. Sometimes they 
will want to buy cost and freight and stipulate that the price is to be 
based on the nonconference rates so that they will know they are going 
to get the bottom of the market. 

Mr. Jounson. But I have difficulty, though, when you make the 
general statement that customers, meaning all customers, specify ship- 
ping on nonconference lines. 

Mr. Wititams. They do. They do. 

Mr. Jounson. That is purely because of the rate differential ? 

Mr. Wiuu1Ams. That is purely on account of the rate differential. 

Mr. Jounson. Yet you have made no attempt to seek from the con 
ference a lower rate on lumber? 

Mr. Wituiams. No. 

Mr. Jomnson. I have no further questions. 

Mr. Garmatz. Mr. Cowen. 
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Mr. Cowen. I have no questions. 

Mr. Garmatz. Mr. Drewry. 

Mr. Drewry. I have no questions. 

Mr. Garmatz. Thank you, Mr. Williams. 

Mr. Witurams. Thank you. 

(The following was furnished for insertion :) 

AMERICAN STEAMSHIP COMMITTEE ON CONFERENCE STUDIES, 
New Orleans, La., May 20, 1959. 
Hon. EDWARD A. GARMATZ, 
House of Representatives, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN GARMATZ: In looking over the transcript of the testimony 
of Mr. R. W. Williams (pp. 2152 and 2153), which took place in New Orleans 
on Wednesday, May 138, 1959, it is noted that Mr. Williams stated the inde- 
pendent line or nonconference rate on pine lumber was $40.50 per 1,000 feet, and 
he stated he thought the conference rate was about $50. 


The present conference rate on lumber is $45 per 1,000 feet, good through June 
30, 1959, and, effective July 1, the rate will become $50.25; however, I feel 


certain that the Gulf/French Atlantie Hamburg Range Freight Conference will 
extend the $45 rate for a reasonable period. 

When our rate was $50.25, the so-called independent line (who is really a cut- 
rate line, namely, Vinke) cut the rate to $45. When we went to $45, Vinke went 
to $40.50, so you can see that, unless the rate gets to a very, very low basis, 
Vinke and other such competition always goes 10 percent under the conference 
rate. 

In order that the record is clear on this point, I thought you would like to 
have the above information. 

With kindest regards, I am, 

Very sincerely yours, 
A. C. CocKE, Chairman. 


Mr. Garmatz. Mr. Creekmore of E. F. Creekmore & Co., Inc. 


STATEMENT OF E. F. CREEKMORE, E. F. CREEKMORE & CO., INC., 
NEW ORLEANS, LA. 


Mr. Garmatz. I notice that you have the report of the Committee 
on ocean freight in the last pages of your statement. I think that 

vas put into ‘the record by a member of the association yesterday. 
There is no use to read it again if it was in the record yesterday. We 
can put it in today if you care to. 

You may proceed. 

Mr. Creekmore. Mr. Chairman and gentlemen, I am E. F. Creek- 
more of E. F. Creekmore & Co., Inc., with headquarters in New 
Orleans, La. 

I am appearing before you because of my company’s deep interest 
in the continuance of the dual-rate conference contract and at the 
request of the American Cotton Shippers Association. 

The association’s membership, from all cotton-producing States, 
consists of at least 95 percent of all cotton exporters. 

At the association’s annual meeting in April 1949, because of the 
disturbed, probably dangerous, ocean freight rate situation, a special 
committee was appointed to investigate with a view of stabilizing and 
reducing rates. 

After several meetings between the special committee and commit- 
tees of the Gulf/French Atlantic Hamburg Range Freight Conference 
and the Gulf-Mediterranean Ports Conference, dual-rate conference 
contracts were mutually agreed upon. 
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The fact that within less than 2 months our members had executed 
contracts with the above-mentioned conference lines to such an extent 
that they became effective on July 1, 1949, indicated their judgment 
as to the approval and necessity for such a contract. 

Later contracts were agreed upon and executed between our mem- 
bers, especially with the following conference lines: Far East Con- 
ference, February 7, 1950; Pacific West Bound Conference, May 16, 
1951; and Pacific Coast European Conference, February 9, 1953. 

We believe a dual-rate contract should be continued. Without a 
dual-rate contract there would be no real reason for members to renew 
their contracts. 

A renewal of the contract without dual rates would permit members 
not renewing to take advantage of any reduced rates from nonconfer 
ence lines and to use conference lines only when it served their in- 
terest. 

The dual-rate contract has provided: 

Dependable sailings: Dependable sailings are necessary. Delays 
add to the cost of handling. Foreign buyers make their purchases for 
certain sailings, often a specified amount per month spread over a 
period of months. Buyers have the right of cancellation and shippers 
at least have the loss of prestige if any delay in sailing is experienced. 

Reasonable rates: Our experience with the conference lines regard 
ing agreements on rules and adjustment of rates has been, with but 
one exception, generally satisfactory. At times we have approved 
rate advances; at other times we have requested and received what 
we believed to be reasonable rate reductions. 

Equal rates to both large and small shippers: The dual-rate con- 
tract has provided equal rates to our members whether large or small 
shippers. Without the dual-rate contract the small- and medium- 
sized shipper will be at a great disadvantage. 

If aes is no control over rates, if and when at times concessions 
are made, the large shippers are first approached. The large shippers 
at times can charter steamers at rates materially lower than rates 
available to others. 

For mnay years our foreign buyers have been buying our cotton 
on various terms, such as c.i.f. (cost, insurance, and freight), C. & F. 
(cost and freight), f.a.s. (free alongside ship) and f.o.b. (free on 
board). 

I would like to state that “free on board,” really, for cotton means 
“free on the dock.” The shipper does not pay for the loading from the 
dock to the vessel. 

On cif. and C. & F. sales the seller has the unquestioned right 
to select the steamer. On f.a.s. and f.0.b. port sales, the buyer has the 
right to select the steamer. This has been recognized by : all members 
of the various conferences with the exc eption of the Pacific Coast 
European Conference. 

At the annual convention of our association, which adjourned 
Saturday, May 9, a resolution was presented by our committee and 
was unanimously adopted, endorsing the confer rence system, stable 
ocean freight rates, and dependable service, but condemning the 
arbitrary position taken by the Pacific Coast European Conference 
regarding f.o.b. and f.a.s. shipments. 

Copy of the committee report is attached hereto. 
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We must try to hold and improve relations with our foreign cus- 
tomers. It will be difficult to accomplish this if we now try to 
eliminate rules in effect for many years, rules which the world trade 
after many years’ experience consider fair. 

Ask yourself how you, as a foreign buyer, would feel if after paying 
for cotton in this country you were denied the privilege of shipping 
as you saw fit. Do you think we would retain your good will? Do 
you think policies such as this would increase or even hold our exports? 

It should be remembered that we are now highly competitive with 
foreign cotton production. We are now produci ing less cotton than 
foreign countries. 

During the 10-year ai 1948-49 to 1957-58 our average pro- 
duction was 14,003,000 bales, or 40.2 percent, as age red ape for- 
eign production during the same period of 20,853,000 bales, or 59.8 
pe rcent. 

I might say, Mr. Chairman, that our cotton season runs from August 
1 to the followi ing July. That is why we state 1957-58 and 19! 58-59. 

At times we are probably inclined to overlook our competitive posi- 
tion. I am quite sure that is not true of informed cotton farmers 
who have been facing decreased acreage and reduced exports. 

In considering this subject I believe. you will realize that the cotton 
producers’ interest is at least equal to if not paramount to the interest 
of the exporters and the conference lines. 

Thank you, Mr. Chairman. 

Mr. Garmatz. Mr. Creekmore, could you tell us a little more about 
your business, how long you have been in business and whether or 
not you consider your self a large shipper ? 

Mr. Creexmore. I started in business in 1902 in the cotton business. 
I formed my own company in 1918. It was continued until 1930 at 
which time I became vice president and general manager of the 
American Cotton Cooperative Association, an assoc iation having : 
membership from the Pacific to the Atlantic, an association handling 
more than a million bales of cotton a year. 

I resigned in 1940, and E. F. Creekmore & Co. again resumed doing 
business, and it has continued since that time. 

It is rather hard to state what size most cotton firms are. I think 
I might state that we expect to handle between 150,000 to 200,000 
bales of cotton a year. Therefore, I would say that we should be per- 
haps classed among medium-sized shippers. Other firms handle a 
great deal more cotton with one firm, I am sure, handling a million 
and a half or more balesa year. 

Mr. Garmatz. Mr. Anfuso. 

Mr. Anruso. Mr. Creekmore, besides speaking for yourself this 
morning, you are also speaking for the American Cotton Shippers 
Association which represents 85 percent of all cotton exporters, is 
that correct ? 

Mr. Creekmore. Correct. 

Mr. Anruso. Do you know whether a particular conference is ever 
influenced by other conferences in oe ablishing rates ? 

Mr. Creekmore. I am sorry. I did not quite get that; a particular 
company ? 

Mr. Anruso. Do you know whether a particular conference is ever 
influenced by other conferences in establishing rates? 
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Mr. Creexmore. I am inclined to think—and all I can do is offer an 
opinion—that the various conference lines are somewhat influenced 
by what other conference lines do. 

Mr. Anruso. Suppose, for example, that the Atlantic Conference 
and the Gulf Conference were doing business in the Far East, let 
us say, and the Gulf Conference wanted to establish certain rates 
and that did not please the Atlantic Conference. It would mean that 
the Gulf Conference would lose that business, is that right? 

Mr. Creexmore. Well, the way you put it, I do not believe the 
Gulf Conference would lose the business because the Atlantic does not 
handle shipments from the Gulf Conferences, but if one conference 
were competitive in the Gulf with another conference and one of the 
conference systems reduced the price and the other would not, it would 
affect their business. 

Mr. Anruso. I am thinking of a case where they did not handle 
the same product. Iam thinking of a case, for example, of soybeans, 
which is not your line I understand, going to the Philippines and 
both the Atlantic Conference and the Gulf lines established a rate 
of $34 per ton. The Gulf Conference seeking the business was willing 
to reduce that rate but the Atlantic Conference which did not deal in 
soybeans did not wish to reduce the rate or permit the Gulf Con- 
ference to reduce the rate, which had the effect of the Gulf Conference 
losing their business. 

Mr. Creekmore. Well, as you say, I know very little about soybeans, 
only in a general way. I think from my experience with cotton and 
from my having served on this Ocean Freight Committee, of which 
I am not now a member, that when one conference line reduces its 
rates, it is done on representation by our Ocean Freight Committee, 
which is generally done on the belief of that committee that there 
is a reason for the reduction; and I think that reason would apply 
to other members of the conference in the same way. It does not 
always do it. I understand that one conference system, the Far 
East Conference, has failed to reduce its rates, whereas the Gulf 
Conference lines have reduced their rates recently. 

Mr. Anrvuso. Perhaps it is not fair, Mr. Creekmore, to pursue these 
questions with you. 1 think they should be asked of other witnesses. 

Mr. Creekmore. I would like to answer anything to the best of 
my knowledge and ability, but I do know very little about the Atlantic 
Conference lines. 

Mr. Garmatz. Mr. Tollefson. 

Mr. Totierson. Mr. Creekmore, I was interested in your last state- 
ment on page 4, where you say that you believe that “the cotton 
producer’s interest is at least equal to if not paramount to the inter- 
est of the exporters and the conference lines.” Would you say that it 
was to the interest of the cotton producer that the dual rate contract 
system be continued ? 

Mr. Creekmore. I think so, decidedly. 
Mr. Garmatz. Mr. Mailliard. 

Mr. Martitarp. I have no questions. 
Mr. Garmatz. Mr. Glenn. 

Mr. GLENN. I have no questions. 

Mr. Garmarz. Mr. Downing. 
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Mr. Down1na. You say your experience with the conference lines 
has been satisfactory with but one exception. Would you mind telling 
us what that one exception was? 

Mr. Creekmore. Yes. Some shippers, I believe, had sold cotton 
and they were directed to ship it on another line, a nonconference line, 
which was done. The Pacific Coast European Conference brought suit 
against those lines on the charge that under the contract they were 
entitled to handle all of the cotton of the members to the contract 
regardless of whether it was sold free alongside ship or free on board, 
and we think that that is just a very serious thing because, if the con- 
ference lines refuse to let us continue under the same rules that we 
have been operating under for many, many years—and I believe op- 
erated throughout the world—it would cause us a loss of business. 
In that way I think it would affect the farmer. 

Mr. Downina. That was the one exception you were talking about ? 

Mr. Creekmore. That is the one exception. 

Mr. Down1tne. Was the American Cotton Shippers Association 
connected with that particular instance ? 

Mr. Creekmore. Their members. 

Mr. Downrng. Tell me this: When a consignee designates the ship, 
does he always designate a nonconference line ¢ 

Mr. CrREEKMORE. No, indeed. 

Mr. Downinc. What would be the proportion between nonconfer- 
ence and conference designations ? 

Mr. CreeKMore. It will only take me a few minutes to give you our 
records for 1957-58, if you care to have them. 

Mr. Downine. Suppose you do that and give it to us later, Mr. 
Creekmore. 

Can we insert it later in the record ? 

Mr. Garmarz. Without objection, it may be inserted. 

(The information referred to follows:) 





Selling terms—Ecports, 1957-58 





| Approxi- 

Country Terms mate per- 

centage 

| sold 

Germany Exclusively cost, insurance, and freight. _.___________- ees 5.3 
Holland a Exclusively cost and freight____. Be de ae tee pec ek eae | 3 
Belgium______- Cost, insurance, and freight (with few exceptions) ____- SAAT, 1.7 
en a do : patie watide bata ue iecnneata anes 16.9 
France. ...---- 7 Free on board terms scdpeateteesiteees sebieie ane | 5.7 
Sweden_-___._.______] Exclusively cost and freight acti ee tee 8.8 
IR So atdw in Exclusively cost, insurance, and freight ___- 24.2 
PS ass a Cost, insurance and freight or free on board | (approximate ly 4% each) - _| 9.7 
Korea__....- ....| Cost, insurance, and freight terms j i 6 
India | do . Some | 3.4 
United Kingdom____| Cost and fre ight or cost, insurance, and fre ight terms 20.7 
Spain __. ___| Cost and freight and free on board terms (approximately 44 each basis) _| 2.5 
Portugal- ____- _.| Cost, insurance, and freight terms bE cewieaka eee oer 5 
Total a atest F sce Sie is Silda to dsc ‘ % Sota nee ssaeatel eiel 100.0 


Mr. Downtna. Thank you. 

Mr. Garmatz. Mr. Casey. 

Mr. Casry. Mr. Creekmore, you state down here at the bottom of 
page 2: 

If there is no control over rates, if and when at times concessions are made, 
the large shippers are first approached. 
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Do you consider that there is control over the rates now ¢ 

Mr. Creekmore. Yes; I do. 

Mr. Casey. What is that control, sir ? 

Mr. Creexmore. It is a control to the extent that the rate of the 

various conference lines is fixed and the great percentage, I would say 
more than 95 percent of the exporting members of the association, have 
joined in a contract with the conference lines. That rate is fixed as it 
was fixed just recently, reducing from, I believe, $1.60 to $1.45. 

Mr. Casey. Well, the control is in the conference's hands, though, 
is it not / 

Mr. Crerkmore. Yes; because, after all, they make the rate; but 
when we first worked on this conference contract it was pointed out to 
the various members of the contract, and I believe we sold them on 
the theory that if we could not get satisfactory commensurate rates 
with other world ports and shipments, that we would have to break 
the contract, and we have that right. 

Mr. Casey. You have the right to break the contract if you are not 
satisfied with the rates ? 

Mr. Creekmore. Within a certain period; yes, sir. We have the 
right to cancel the contract within a period, I believe, of 30 days. 

Mr. Casry. That is due to your association’s strength, is that right, 
and the fact that 95 percent of the cotton exporters belong to the 
association ? 

Mr. Creekmore. I think it is due to our association’s influence. 

Mr. Casey. You are talking about the Gulf Coast Conference ? 

Mr. CreeKMore. Yes. 

Mr. Casry. On the Pacific coast, you do not have that right; is that 
right ? 

Mr. Creexmore. I think we have the right to cancel the contract, 
but, frankly, I cannot state it. I did not bring any of the contracts 
over. 

Mr. Casey. What is the status of your request for reduction in rate 
on the Pacific Coast Conference ? 

I think you just stated that they refused to lower it. 

Mr. Creekmore. The Far East Conference refused to meet the 
reduction made by the Gulf Conference lines. 

Mr. Casry. What is your next step, then? What are you going to 
do? 

Mr. Creekmorr. I think that we will be able to influence them very 
shortly that they should. World conditions demand a reduction in 
the rate. 

Mr. Casey. Are there any independent lines operating on that trade 
route out there in connection with the Far East Conference ? 

Mr. Creexmore. We have an office in California but I am not very 
well posted on it. I am sorry, I cannot tell you. I suppose there are 
a few, but I imagine very few. 

Mr. Casey. The only thing on which you base your assumption that 
the rates will come down is that they w ill eventu: illy listen to reason ; 
is that right? 

Mr. Crerxmore. That is right. 

Mr. Casry. If they do not listen to reason, what recourse do you 
have? What do you think is reasonable ? 











STEAMSHIP CONFERENCE STUDY QS5 


Mr. CreeKkmore. The recourse would be if the directors and then 
the members of the association felt it was serious enough, they would 
cancel the contract and try to arrange for independent ships to come 
in and pick up the cotton. 

Mr. Casey. Then that gets back to this point that I have been ask- 
ing people who are advoe: ating the dual-rate system. You are going 
to bring in independents i in order to get them to adjust your rates to 
what you think is reasoable? If we wind up with every shipping 
line belonging to a conference so that you have no independent lines, 
do we need any governmental regulation over these rates or should the 
control of the rates be left with the conferences ? 

Mr. Creekmore. Well, insofar as cotton is concerned, Mr. Casey, I 
think definitely that the control of the rates should be left as it now 
is with the conference and with the influence of the cotton shippers 

Mr. Casry. You are giving a very fine example of what is happen 
ing out here on the east coast where you are going to have to encour: 

In dependents to come in — to bring that rate down. 

Mr. Creexmore. Well, I ventured my opinion by stating that it 
would have to be approved by the directors of the assocation and then 
by the members, Whether the particular 15 points would require 
such drastie action would be for the directors and members to decide. 

Personally, I believe that much more can be done by discussions 
and real effort to get together. That has been the attitude between 
the conference lines and the shippers thus far. 

Mr. Casey. Let me ask you what your personal opinion is with ref- 
erence to independent lines. Do you think that healthy independent 
lines are good for the merchant marine and shipping industry of 
these United States or do you feel that every one should belong to a 
conference ¢ 

Mr. Creekmore. No. However, I think there is some difference in 
the handling of cotton more than in many other articles the steam- 
ship linescarry. I myself think it would be very question: able whether 
the Congress of the United States should try to legislate some law 
that would eliminate independent steamers. Asa matter of fact, with 
due regard—and I have a very high regard for Congress—I do not 
think Congress can give us such legislation because there are a great 
many more steamship companies in the world than belong to the 
conferences. 

Mr. Casey. Of course what we are told is that if we continue the 
dual-rate system and legalize the dual-rate system, that we will be just 
doing that, running the independent out or forcing him to join a 
conference, one of the two. 

Mr. Creekmore. Well, of course, I do not know who told you that, 
and they probably were just as sincere and just as well ene as I 
am, but I do not believe that that is true of cotton, Mr. Casey. That 
is my opinion. 

Mr. Casey. Let me ask you this. You advocate the dual rates. In 
view of the fact that you have an association that negotiates the rates, 
sits down and as a group negotiates the rates on cotton, is there any 
necessity of having a dual rate ? 

Mr. Creekmore. Yes. As I have made the statement, without a 
dual rate you would hive no conference to eliminate the danger we 
see in a nondual rate, because the larger shippers in times of easiness 
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would be approached with reduced rates. That would, of course, be 
beneficial to the farmer for the moment but those things are sporadic. 
They do not last very long. They come in depressions. 

Without a dual-rate contract there would be no advantage for any 
cotton exporter to sign up with a conference. We can ship on the 
conference without a contract. 

Mr. Casey. That is true, but could you not have a conference with 
a single rate, you negotiate the rate and you represent 95 percent of 
the shippers "and they will say, “You ship with us on our conference 
line and we will give you this rate.” 

Mr. Creekmore. On the other hand, the conference line says, “This 
is the rate regardless of whether it is a large shipper, medium class 
shipper, or a small shipper.” 

The conference lines cannot reduce the rates. 

Mr. Casey. Is the noncontract rate, in your opinion, a penalty rate? 

Mr. Creexmore. I think the noncontract rate is in effect the regular 
contract rate plus a certain percentage for service which they stand 
ready to deliver. 

Mr. Casey. Going over that once more, it is a certain percentage for 
service that they stand ready to deliver ? 

Mr. Creekmore. Standby service. The noncontract operator has 
some advantage in making shipments at slightly reduced rates. Then 
when the nonconference steamers are unable to take care of additional 
shipments which the nonconference shipper desires to make, then he 
calls on the conference lines and we see no reason to believe that he 
should get the advantage of reduced rates temporarily and then come 
to the conference lines for service. We think he should not be en- 
titled to the same rate. 

Mr. Casry. Which do you think is the realistic rate? 

Mr. Creexmore. I think the conference line’s is a realistic rate. 

Mr. Casey. The contract or the noncontract rate? 

Mr. Creexmore. The contract rate. 

Mr. Casey. The contract rate is the realistic rate? 

Mr. Creexmore. I think I can explain that in the statement— 

Mr. Casry. That is all right. 

That is all, Mr. Chairman. 

Mr. Creekmore. In reply to your question, I would like to have you 
understand that the conference contract rate is the compelling rate 
because those few companies, and I know of only one, but there are 
others, I think, who do not belong to the conference, will generally 
make their rate 15 to 20 points less than the conference contract and, 
if the conference reduces its rate, as it has recently, to $1.45 per hun- 
dred to Europe, I am quite sure that the nonconference steamers have 
reduced their rates the usual 15 to 20 points. 

Mr. Casey. There is one further thing I want to ask before I stop. 

The conference can penalize you should you breach the contract by 
shipping on a nonconference ship, is that right ? 

Mr. Creexsore. If it is sold c.i-f., cost and freight, ves. 

Mr. Casry. Is there any penalty that you as a shipper can collect 
from the shipping line, any situation where you can collect a penalty 
from them ? 

Mr. CreeKmore. You mean for failure to serve? 

Mr. Casry. Yes, anything. 














STEAMSHIP CONFERENCE STUDY 987 


Mr. CreeKmore. Of course, if they allow our cotton to be damaged, 
we can. 

Mr. Casey. I mean under this contract where you have to give them 
exclusive business, is there anything in there where you can collect ? 

Mr. Creekmore. I do not believe the conference contract provides 
or guarantees the service but whether it does or not, it has demon- 
strated over the past 10 years that it has given us service. 

Mr. Casey. I understand that but, going back to my question, is 
there any penalty 7 at you can collect ¢ 

Mr. Creekmore. I do not believe so. 

Mr. Casey. Thank you. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jonnson. To clarify the position of your company, I gather 
that you advocate the conference system only with the so-c: ulled dual 
rate ¢ 

Mr. Creekmore. Correct. 

Mr. Jounson. Are you familiar with the many conferences that 
are now functioning without the dual rate ? 

Mr. CreeKmore. I am not. I am only, from a shipping standpoint, 
interested in cotton and I am not very well versed on the others. 

Mr. Jounson. You are interested in cotton presum: ibly, so that you 
are greatly concerned with the highly competitive position in which 
you find yourself today, as stated on page 3 of your statement ? 

Mr. Creekmorr. Yes, a highly competitive position with my local 
competitors and with foreign growers. 

Mr. Jomnson. In respect to the foreign markets, it is necessary 
that you have both a stable rate and some stability of schedule of 
sailings, is that correct ? 

Mr. Creekmore. That is correct. 

Mr. Jounson. So that, with a competitive position, rate is very 
important to you or to the cotton industry ? 

Mr. CreeEKMore. Service and rate are of equal importance, I think. 

Mr. Jounson. Now, let us break the two down. You, of course, 
know that our Government is subsidizing the American-flag ships. 

Mr. Creekmore. [ am. 

Mr. Jonnson. Do you feel that those companies who are subsidized 
have an obligation to the cotton industry which is a major segment of 
the general economy of this country to see that we do have stability 
of rates as well as some stability of a schedule ? 

Mr. Creekmore. I think generally speaking, yes. 

Mr. Jounson. But in addition, you feel that they have to have 
further protection. You feel that there must be further protection 
to these steamship lines ? 

Mr. Creexmore. Well, I do not know, Mr. Johnson, whether it is 
so much a protection to the steamship lines as it is to the cotton safe 
try as a whole. 

‘T take the position, and I believe correctly, that without a dual rate 
contract the conference lines would have no dependable amount of 
cargo, from a cotton standpoint, to ship. 

Mr. Jounson. When you speak of conference lines, you of course 
speak advocating the dual rate system ? 

Mr. Crerxmore. That is correct. 
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Mr. Jounson. You do not feel that the obligation of those who are 
receiving subsidy is such that they would render sufliciently a stable 
ocean freight rate and dependable service ? 

Mr. Creexmore. Well, if I understand you correctly, I have stated 
that our dealings have been very satisfactory with them and I think 
they, too, are interested not alone in giving service to their customers 
but I think they are interested in the general economy standpoint. 
Cotton is a large segment of our economy, and we are losing out on 
cotton both from foreign production and from production of synthetic 
fibers in this country, so that I think the steamship companies are 
interested as we all are in doing what we can for cotton. 

Mr. Jounson. Mr. Creekmore, you have had considerable experience 
and I believe you served at one time as a representative of the Ocean 
Freight Committee, did vou not ? 

Mr. Creekmore. I did for 2 years, I believe. 

Mr. Jounson. In your opinion, if Congress sees fit to enact appro- 
priate legislation, giving approval of the conference with the tie-in or 
dual rate, do you believe that that would be sufficient without any 
further operating subsidy to these steamship lines? 

Mr. Creexmore. Well, that is too big a question for me. 

Mr. Jonnson. You do not wish to answer that? 

Mr. Creexmore. I think at times they have pretty good success with 
their operations and at other times, from what I hear, they have very 
difficult times. 

Mr. Jounson. I have one further question. A short time ago, Is- 
brandtsen came into your picture dealing with the shipment of cotton. 
You recall that, do you not, sir? 

Mr. Creexmore. Yes, I recall a letter _Isbrandtsen wrote to me when 
I was a member of the committee, saying that I would violate the law 
if I went ahead with the conference lines. 

Mr. Jounson. Specifically as to their handling of cotton from the 
gulf, their ships, of course, did transport considerable cotton at one 
time? 

Mr. Crerkmore. Yes, they were well recognized. 

Mr. Jounson. And it was done at prices below that of the confer- 
ence system / 

Mr. Creekmore. Below the conference system, yes. 

Mr. Jonson. And as the result of their intervening in the area, did 
not the conference system reduce its contract rate ? 

Mr. Creexmore. I do not think so. Whenever the conference sys- 
tem rate was reduced, in my opinion, it was reduced on world condi- 
tions and the committee’s presentation of facts, which justified them 
asking for a reduction. To the contrary, I think the record will show 
that Isbrandtsen has followed the rate of the conference lines within 
20 or 25 points, which is $1 or $1.25 a bale and, if the conference lines 
increase the rates as they have done in the 10 years we have been 
operating with them, Isbrandtsen increased his but still kept that 
differential, and if they reduced the rates Isbrandtsen reduced his 
rates correspondingly. 

Mr. Jounson. But the answer to the question is that there was a 
reduction following Isbrandtsen’s intervention whether that reduction 
was brought about through factors outside of their being a shipper or 
transporter of cotton. 
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Mr. Creekmore. I have not the definite information, but I know 
that Isbrandtsen’s rates have been changed either before or after. 

Mr. Jounson. Thank you. 

[ have no further questions. 

Mr. Garmatz. Mr. Drewry. 

Mr. Drewry. I have no questions. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I have one question, Mr. Chairman. 

On page 2, you state: 


The dual rate contract has provided dependable sailings 


Would the dual rate contract prov ide any more dependable service 
and sailings than would any noncontract conference ? 

Mr. Creekmore. I have been inclined to think that with the con- 
; ‘rence contract wtih our members that they can provide a little more 

lependable service because they realize that they are going to get 
l iaybe 90 to 95 percent of the cotton. 

Mr. Cowen. Well, sir, g1 ranted that they | cet the cotton and that the 
conferences here are dual-rate conferences, are not all conferences 
faced with the same supervision by the Federal Maritime Board 
whether they are dual rate or whe ther the y are one rate? 

Mr. Crrekmore. I am quite sure there is a supervision there. 

Mr. Cowen. So the same supervision would be exercised over any 
conference, would it not ? 

Mr. Creekmore. I think it would, but I do not believe the Maritime 
Commission takes it on itself to severely reprimand some steamship 
company if their sailings are delayed. 

I think the shipper has a good deal greater effect on that than the 
Maritime Commission v vould have if the ‘vy did intervene. 

Mr. Cowen. Yes, sir: but would not a conference using a single rate 
have the same obligation to its shippers as a conference which utilized 
a dual rate? <A conference is a conference with supervision and 
reculation. 

Mr. Creekmore. I think you are right. I think there is an obliga- 
tion, conference lines or nonconference lines, dual rate conferences or 
conferences. 

Mr. Cowen. That is correct. 

Mr. Creekmore. I am speaking of cotton now and that is all I can 
speak of. Whether they can afford to give us the sailings we want and 
dependable sailings which we want for cotton, I do not know. 

Mr. Cowen. But cotton is the one item, or one industry if you might 
call it that, that in regard to its dealings with conferences really has 
the right and privilege to sit down w ith conference ratem: aking bodies 
and between your cotton ratemaking group and your conference rate- 
making group you come up with a rate that is satisfactory to both 
parties? 

Mr. Creekmore. Well, that is true of cotton. I would be surprised 
if it is not true of other commodities, but I do not know. 

Mr. Cowan. Do you know of any other commodity that has that 
privilege ? 

Mr. Creekmore. I know of no other commodity which belongs to 
a conference. I am Sorry. Cotton is my entire interest. 

Mr. Cowen. That is all, sir. 


37159—59— pt. 2——42 
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Mr. Jounson. Could I just ask one question ? 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. Mr. Creekmore, are you familiar with the functions 
of the British Raw Cotton Commission set up in 1948 and 1949 ? 

Mr. Creekmore. I was very familiar with it at the time. 

Mr. Jounson. You were é 

Mr. Creekmore. Yes. 

Mr. Jounson. Is there any comments you would like to make as to 
the features which would be advantageous to this committee ? 

Mr. Creexmore. Well, I think we all believe in free enterprise and 
the Raw Cotton Commission was purely a governmental operation. 

Mr. Jounson. That is right. 

Mr. Creekmore. They bought the cotton. It was shipped and they 
just took over the cotton business in England. 

Mr. Jounson. What I am leading to is this: In your industry is 
there indication that there will be any such commission set up in any 
foreign country in the immediate future? 

Mr. Creekmore. Well, we have through Public Law 480, I believe, 
been able to sell to Yugoslavia a good deal of cotton. That has been a 
governmental operation. 

Through Public Law 480, we have been able to sell Poland a good 
deal of cotton. That is purely a governmental operation. 

That is all I recall at this time. There may be one or two others. 

Mr. Jounson. Thank you. 

Mr. Garmatz. Thank you, Mr. Creekmore. 

Mr. Crerkmore. Thank you, Mr. Chairman. 

Mr. Garmarz. The next witness is Mr. Robert W. French, director 
of the port of New Orleans. 

You may proceed. 


STATEMENT OF ROBERT W. FRENCH, DIRECTOR OF THE PORT OF 
THE BOARD OF COMMISSIONERS OF NEW ORLEANS 


Mr. Frencu. My name is Robert W. French. I am director of the 
port of New Orleans. As director of the port I am the principal 
executive officer of the board of commissioners of the port of New 
Orleans, which is the State agency charged by the Louisiana consti- 
tution and the laws of Louisiana with the responsibility for the regula- 
tion, administration, and control of the port’s affairs in such manner 
as may, in its judgment, be best for the port’s maintenance and its 
development. 

It is the board’s duty to have charge of and administer the public 
wharves and other port terminal facilities; to construct new wharves 
and other structures when necessary; to place and keep these wharf 
terminal facilities and other structures in good condition; to maintain 
proper depths of water; to provide mechanical facilities for the use of 
said structures; to provide light, water, police protection, and any 
other service, as it may deem advisable; to finance, erect, and operate 
all basins, locks, canals, warehouse elevators, and other such facilities ; 
to charge for the use of these facilities administered by it, and for all 
services rendered by it, such fees or other charges as it may establish. 
The board is also charged with the responsibility to examine and 
investigate all questions relating to the interest and commerce of the 
port of New Orleans. 
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In recent years, the foreign commerce of the port of New Orleans 
has approached $1,800 million ; the domestic commerce of the port 
may be estimated as of equal value. In the value of its foreign com- 
merce, the port of New Orleans has long been second only to the 
port of New York for many years. on 

The book value of the assets of the board of commissioners of the 
port of New Orleans is approximately $75 million, but the replacement 
of these assets would come to nearly $275 million. At the present time, 
the board is engaged in a 12-year, $120 million capital improvement 
program to rec onstruct all of its old facilities on the riverfront and 
to construct additional new facilities on the riverfront and on the new 
Mississippi River-gulf outlet channel to keep pace with the ever in- 
creasing needs of shipping and commerce. 

As of December 31, 1958, the board had 72 public, open and covered, 
general cargo berths in the harbor. Eighty- ia percent of the port’s 
general ‘argo business crosses these public facilities. The board owns 
and operates a 5,122,000 bushel capacity grain elevator (now being 
enlarged to 7 million bushel capacity) which in 1958 exported over 
118 million bushels, or one-sixth of the Nation’s grain exports. The 
board also owns and administers a public commodity warehouse, a 
foreign trade zone, in addition to the inner harbor navigation canal, 
commonly known as the Industrial Canal. 

It is clear from these facts that the board of commissioners of the 
port of New Orleans has not only a legal obligation to concern itself 
in these hearings, but also a tremendous practical stake in the enact- 
ment of any legislation that affects the foreign commerce of the United 
States. 

In addition to serving as director of the Port of New Orleans, I am 
also president of the Louisiana Ports Association and first vice presi- 
dent of the Gulf Ports Association. Both of these organizations are 
set up to encourage and promote world trade, the development of 
foreign and domestic commerce to and from these ports, and the 
exchange of ideas and information on all port. activities. While 
do not appear as the official representative of these organizations, I 
am quite familiar with the conditions that prevail in the Louisiana 
and gulf ports. 

By profession, I am an economist with specializations in foreign 
trade and transportation. Iam a graduate of the University of Mich- 
igan with a doctorate in international economics. I have served on 
the staff of the U.S. Treasury Department in the Division of Monetar y 
Research (now the Office of International Finance), and have been 
associated with the Brookings Institution. I have taught economics, 
foreign trade, and transport: ition at the University of Michigan, 
Louisiana State U niversity, the University of Texas, and Tulane 
University. At Tulane University in New Orleans I have also served 
as dean of the school of business administration from 1949 to 1955, and 
as vice president of Tulane University from 1953 to 1956. 


POSITION OF THE BOARD OF COMMISSIONERS OF THE PORT OF NEW ORLEANS 


I am appearing before your committee on behalf of the Board of 
Commissioners of the Port of New Orleans, first, in support of the 
system of steamship or shipping conferences which has developed 
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under the Shipping Act of 1916, and subsequent legislation, and, 
second, in support of appropriate means, such as the dual or contract 
rate system, of tying the shipper to the conferences to make the 
conferences more effective. 

The board takes this position because it believes that 

(1) The public interest is best protected by these arrangements ; 

(2) These arrangements have promoted and encouraged the 
developn nt of the port of New Orleans and the other deep sea 
ports of the Nation; and 

(3) These arangements have contributed to the establishment 
of an adequate U.S. merchant marine which likewise is of direct 
benefit to the port of New Orleans and other ports of this country 
in peace, war, and in times of national emergency. 

In supporting the steamship conferences and some sort of contract 
rate system for these conferences, the board does not feel that it is 
discriminating in any way against the nonconference lines or tramp 
steamers. The port of New Orleans makes, and will continue to make 
its facilities available on an equal basis to all carriers. It believes in 
competition among carriers, both inside and outside the conference 
system. But it believes that competition in ocean shipping is made 
more effective in the public interest when some measure of self- 
regulation is permitted and some measure of Federal control is 
imposed. 

PROTECTION OF THE PUBLIC INTEREST 


These conclusions are backed up by an impressive amount of study 
and experience, both in the United States and the principal maritime 
nations of the world. Someone has said that “good economics is never 
bad common sense.” If that is the case, the development of steamship 
conferences and devices such as the contract rate system to tie shippers 
to conferences must be good economics because they have proved them- 
selves to be in the public interest by experience over a long period of 
years. Therefore, the broad outlines of public policy seem clear. At 
this point then, the only significant questions seem to be those of 
detail in legislation and administration. In the board’s opinion, it is 
certainly not necessary to weaken or destroy the conference or contract 
rate systems to improve them. 

Believing as it does in enlightened competition and free enterprise, 
the board of commissioners finds adequate elements of competition in 
the present conference systems to protect the public interest. It is 
relatively easy to get in or out of world shipping markets. The mem- 
bership of the conferences is not closed. Conferences include small 
lines as well as big lines. Under this system, nonconference operators 
have demonstrated not only that they can survive, but also that they 
can secure a profit from their operation. There is strong service 
competition among lines within a conference, and rate and service 
competition between the lines in the several conferences. 

There is no evidence of domination of the lines of a particular 
country or countries in any given conference. The behavior of con- 
ference rates does not appear to be monopolistic. Certainly cutthroat 
competition in rates which is invariably discriminatory in all fields 
of transportation has been avoided under the conference system. At 
the same time, some measure of rate flexibility has been maintained. 
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The board of commissioners likewise finds elements of competition 
and governmental control in the dual rate system adequ: ite to protect 
the public interest. Under certain conditions, it is undoubtedly in 
the public interest for two rates to be charged for an identical trans- 
portation service. A dual or contract rate system may also be justified 
where there is no competition from independents. On the other 
hand, conference lines can certainly prosper under some conditions 
without any close tieups of shippers to the conference. The establish- 
ment of dual rates does not lead inevitably to monopoly in strict 
or usual sense. At worst, the system would merely extend the area of 
administered prices which already embraces large sectors of the veal s 
economy. At best, dual or contract rates seem to produce little change 
from the situation that would prevail under healthy competition. 

In view of experience with the conference and contract rate systems 
and the elements of competition and self-regulation found in both of 
them, the board feels that the public interest can be adequately pro- 
tected simply by providing a reasonable measure of Government reg- 
ulation and control. This control can certainly be supplied by the 
Congress, the Federal Maritime Board, the courts, and responsible 
business and public opinion. 


PROMOTION AND ENCOURAGEMENT OF FOREIGN TRADE 


In the board’s opinion, the conference system and the system of dual 
rates has promoted and encouraged foreign trade and thus the devel- 
opment and prosperity of the port of New Orleans in the following 
ways: 

It has provided stability of ocean rates over reasonably long 
periods of time, thus enabling merchants to buy and sell goods without 
some of the fluctuation in such rates which makes bargaining and 
trading in foreign markets a hazardous business. 

2. It has made uniform and competitive rates available to shippers. 

It has provided dependable ocean line sailings for all of the im- 
portant trade routes of the world at all times, good and bad. 

: It has given a better distribution of sailings. 

It has provided a means for industry groups to meet with liner 
stendeallan companies to work out agreements upon the kind of ocean 
transportation and the ocean rates required to develop particular 
branches of foreign trade such as the cotton trade. 

6. It has minimized malpractices and disruptive competitive tactics 
among carriers and between carriers and shippers. 

I would like now to develop each of these points with particular 
reference to the port of New Orleans. 


STABILITY OF OCEAN RATES 


Stability of ocean rates over reasonable long periods of time make 
it possible for a merchant to buy or sell goods without fear of an in- 
crease in rates from the time a sale is consummated in the foreign 
market to the time that the commodities are actually shipped, thereby 
aiding American producers and exporters to bargain and trade in 
foreign countries with greater confidence. The ocean rates published 
by steamship conferences remain in effect continuously from year to 
year, being subject to change only upon at least 60 days’ notice by the 
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conference to all of the shippers who have signed contracts with the 
conferences agreeing to ship their goods only via vessels who are mem- 
bers of the particular conferences. In foreign trade negotiations be- 
tween seller and buyer this stability is a most important factor. 
Today with foreign trade beset as it is with complications and prob- 
lems, it would seem that any efforts to help that area would be desirable. 


UNIFORM AND COMPETITIVE RATES 


Uniformity of ocean rates make it possible for small shippers to 
compete with volume shippers. Uniformity of rates enable all ship- 
pers, small and large, to compete, on an equal basis with each other, 
the competing shippers knowing well in advance that the same ocean 
transportation costs are available to each, and that they can depend 
upon the same in quotation of prices for their goods. Uniformity of 
ocean rates is a major factor in the development of the U.S. foreign 
trade. 

DEPENDABLE OCEAN SAILINGS 


Steamship conference lines agree with shippers to maintain depend- 
able sailings regularly and frequently from particular ports in all 
trade routes of the world. American exporters are thereby assured 
the availability of ocean service at frequent intervals at all times and 
are not subject to the spasmodic sailings of independent carriers 
operating from the ports only when cargo is present in sufficient quan- 
tities to assure a full-cargo movement. 

Regular, dependable sailings are also a vital factor to the shipper 
and aids in his ability to deliver his goods in the foreign market to 
compete with other domestic and foreign shippers. Stability in sail- 
ings also contributes stability to port revenues which enables a port 
like New Orleans to program its facilities needs and financial 
requirements. 

BETTER DISTRIBUTION OF SAILINGS 


A better distribution of sailings and more dependable sailings have 
been most important to the port of New Orleans and the vast mid- 
continent hinterland that it serves. There is little doubt that the prog- 
ress of the port of New Orleans has been greatly accelerated by the 
conference system which has permitted shipments to be made in greater 
volume through this natural gateway. 


MEANS FOR AGREEMENTS BETWEEN SHIPPERS AND CARRIERS 


Steamship conferences provide a means by which the shippers can 
meet with the steamship operators to discuss the requirements for 
developing the movement of additional foreign commerce. Groups 
representing particular industries can meet with conference lines to 
discuss and agree upon the level of ocean rates which might be re- 
quired to place an American exporter in competition with a foreign 
shipper. Often, shipper and vessel groups are able to effect changes 
in type of cargo space and in ocean rates which are necessary to retain 
or to develop additional foreign trade. Such common meeting groups 
aid in the promotion of foreign trade and commerce. In the case of 
New Orleans and Louisiana, these meetings have been helpful par- 
ticularly for the movement of cotton, rice, and carbon black. 
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SELF-REGULATION OF OCEAN RATES AND PRACTICES 


While too much can be made of self-regulation, it is a fact that the 
existence of the conference and contract rate system has certainly 
eliminated certain malpractices and disruptive competitive tactics. 
Such self-regulation within the general framework of competition 
helps foreign trade and the ports that engage in foreign trade. 

Let me turn now for a moment to the promotion of an adequate 
U.S. merchant marine. 

It is hardly necessary to repeat the substantial reasons why steam- 
ship conferences and the contract of dual rate system are advantageous 
in the development of an adequate U.S. merchant marine. Mue +h has 
been said as to how such conferences guard against ocean freight rate 
wars which are so disastrous to American flag vessels which are forced 
to operate at costs so much higher than vessels of foreign flag registry. 
Uniformity of rates established by the conferences whose members also 
comprise foreign flag lines definitely protects the U.S. merchant 
marines. 

The dual rate contract system of steamship conferences assures to 
liner vessels of both United States and foreign flag registry an ade- 
quate share of our foreign commerce. If the dual rate contract 
system were prohibited, liner vessels —— under regular, fre- 
quent, scheduled sailings throughout the year would be forced to 
put to sea without sufficient tonnage to offset, their operating costs 
whenever times are bad and there are seasonal drops in trade. As 
has been pointed out, regular liner vessels under the steamship con- 
ference system must maintain regular and dependable ocean sailings 
regardless of the quantity of tonn: ige available. 

In conclusion, it is the opinion of the Board of Commissioners of 
this port that steamship conferences are essential to the foreign trade 
of this Nation and that the dual rate system, or other reasonable 
shipper-conference tying devices are required to make them effective. 

In conclusion, I respectfully suggest to this subcommittee that 
Congress should work toward a national foreign trade policy, which 
would encompass the establishment of steamship conferences and the 
contract dual rate, or other similar shipper-conference tying devices, 
as being essential in promoting and encouraging the development of 
foreign trade and commerce. 

Thank you. 

Mr. Garmatz. I want to compliment you, Mr. French, on a very 
fine statement. 

There is one question I would like to ask. On page 5, you say: 

But it believes that competition in ocean shipping is made more effective in 
the public interest when some measure of self-regulation is permitted and some 
measure of Federal control is imposed. 

Could you elaborate on what you mean by “some Federal control,” 
how muc h, and whether it should be in the Maritime Board ? 

Mr. Frencu. I was trying in this section to sketch in broad outline, 
in view of my background, of what I think you people are doing. 
The detail would have to be spe Hled out by you. I think, in general, I 
was leaving it open. By “control,” I meant such things as filing and 
policing of contr: acts, but the detail of it I have not worked out in my 
mind at all. It seemed to me, from the examination of all of the facts 
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which were available to me over a good many years, that there are 
defects or deficiencies that have cropped up. I have not had an oppor- 

tunity such as you have to probe into those but it seems that those 

defects and deficiencies can be pretty largely corrected either by self- 
regulation which could be improved, I think, i in some respects, and also 
by some improvement in perhaps the legislative base under which this 
system operates; that is, more correction of some abuses. 

Mr. Garmatz. Mr. Anfuso? 

Mr. Anruso. Dr. French, 1 believe that you have made as fine a 
case as I have ever heard in behalf of the conference system and the 
dual rate system. Of course, you understand the problems which are 
confronting us. 

Mr. Frencu. Yes. 

Mr. Anruso. Those problems involve free enterprise and the right 
of competition which have been definitely decided by the Department 
of Justice and which we have to certainly consider while also consider- 
ing the fact that we are not the only committee of Congress looking 
into the situation. 

Mr. Frencu. I understand that, Mr. Anfuso. 

Mr. Anruso. I am only going to ask one question because time is 
short. 

I gather that it is your opinion that promoting the conference sys- 
tem and the dual rate system helps not only American exporters but 
also American steamship lines and the general economy of the United 
States ? 

Mr. Frenen. I think so. I think that has been the case here in 
our area. 

Mr. Anruso. That is the case that you are making? 

Mr. Frencu. That is correct. 

Mr. Anruso. Thank you. 

Mr. Garmatz. Mr. Tollefson. 

Mr. Totterson. Mr, Chairman, I just want to say that I appre- 
ciated hearing Mr. French’s testimony. 

It is a very good statement and I was glad to hear the testimony 
to the effect that your experience had indicated to you that the dual 
rate system has advantages to ports. 

Mr. Frencn. Yes, I think it does, definitely. 

Mr. Totxerson. I have no further questions, Mr. Chairman. 

Mr, Garmatz. Mr. Mailliard ? 

Mr. Matir1arp. I have no questions. 

Mr. Garmatz. Mr. Downing? 

Mr. Downine. Doctor, I was impressed with your statement also. 

Do you not believe that the conference system and the dual rate 
system has a tendency to strangle and eliminate the independent 
shipping line? 

Mr. Frencn. I think that is too strong a statement. You started 
out by saying a tendency and I was about to agree with you, but “to 
strangle and eliminate” seem to me to he too strong. 

I do think that any sort of an association of steamship operators 
in a conference system is something that has to be watched in the 
public interest, as I have indicated. 

Mr. Downtne. Do you think that there is a need for the independ- 
ent shipping line? 
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Mr. Frencu. I think that there is. I think there should be an 
opportunity for an independent shipping line to orepate and there 
is a need if they can operate within what I think is a reasonable frame- 
work of competition and, I think, survive and survive quite well. 

Mr. Downina. I take it that the need is to keep rates on an even 
keel ? 

Mr. Frencu. Yes, but I think that the thing that has to be watched 
again is the rigidity which is apt to get into any kind of an adminis- 
tered price system which is certainly what the conferences are in- 
dulging in. "That is, they are administering prices by agreement. 
The dual rate system is merely a modification of a single price that 
they would set. 

As I said, I think that that is a thing which you cannot leave to 
self-regulation alone. I think it is a thing that in the public inter- 
est has to be subject to some surveillance on the part of the Federal 
(government. 

Mr. Downtne. Thank you. 

Do you have any opinion on this free on board, free alongside ship 
problem ? 

Mr. Frencu. No, I do not. I have read the material that came to 
me but I have had no opportunity to explore it. 

Mr, Downtna. Thank you very much. 

Mr. Garmarz. Mr. Glenn. 

Mr. Guenn. I have no questions. 

Mr. Garmatz. Mr. Casey. 

Mr, Casry. Dr. French, I, too, wish to commend you on your state- 
ment. Of course, it is to be expected from one with such a fine back- 
ground of education and experience. 

You stated here that: 

Uniformity of rates established by the conferences whose members also 
comprise foreign-flag lines definitely protects the U.S. merchaut maririe. 

I will agree with that statement but, on the other hand, do we 
not have a tendency to sort of boost the freight rates for the foreign 
lines? In other words, they are guaranteed this r: ate where, if they 
were not in a conference, they might be charging less? 

Mr. Frencu. Yes, I think that there might be some tendenc 

Mr. Casry. We have had some testimony where the same ty ca of 
manufactured product might be coming from Europe on the very 
same line at a lesser rate than the same item going from the United 
States, 

Mr. Frencu. In any conference, Mr. Casey, you are going to have 
operators with different types of costs. Even if they were all Amer- 
ican-flag lines, they would still have different costs. 

I take it that a conference rate is a compromise rate. It ought 
to be. At least, I would expect that it would be. I believe that 
could be a compromise between the rates of the high-cost operator 
and the low-cost operator. 

If I understand your question, it is based upon the generally prov- 
able proposition that your foreign lines have lower costs; therefore, 
if they put themselves into an association with higher cost operators, 
it is reasonable to expect that the rate would be somewhat. higher 
than if they were in a conference by themselves. 








998 STEAMSHIP CONFERENCE STUDY 


This is strictly logic on my part and is not based upon experience. 

These people here who are more intimately associated with the 
affairs of conference rate determination could speak to that point, 
but objectively it would seem to me that the dual rate will inevitably 
be compromise rates. 

Mr. Casey. Now this rate, though, is established by the conference 
itself. 

Mr. Frencu. Yes. 

Mr. Casey. It is self-regulatory. 

Mr. Frencu. Yes. 

Mr. Casey. Do you think that there is any need for additional 
Federal control of these rates ? 

Mr. Frencnu. Well, I am not clear in my own mind. I have not 
thought the thing through as to the limits, the extent, of that Federal] 
control. 

I would certainly say they would be subject to examination and 
if the examination revealed deficiencies, I would think that the regu- 
latory agency, probably in this case the Federal Maritime Board, 
should be prompt to call those defects or deficiencies to the atten- 
tion of the Congress so that the situation could be corrected. I 
believe that should be their responsibility. 

Mr. Casey. Thank you, sir. 

Mr, Garmatz. Mr, Johnson, 

Mr. Jounson. Dr. French, in your capacity at the port of New 
Orleans, I presume that the report you have given here is also com- 
piled from talking with shippers and with steamship company repre- 
sentatives as well as your personal opinion 4 

Mr. Frencn. Yes, and also some rather extensive readings and 
some of the things that you people have been listening to in other 
places which you have visited. 

Mr. Jounson. I am getting tothe practical approach. 

You, yourself, or the port is not engaged as a shipper or operator 
of ships ¢ 

Mr. Frencn. That is right; so that our contact with this is some- 
what indirect. 

Mr. Jounson. You also have a number of nonconference ships using 
your port ¢ 

Mr. Frencu. Yes. 

Mr. Jounson. In fact, I noticed that in the Mediterranean area you 
have the French, the Italian, and many others, is that right ? 

Mr. Frencnu. Yes. 

Mr. Jounson. You feel, then, that what you advocate would not 
in any way reflect on the protection of your users of the port, these 
nonconference ships ? 

Mr. Frencn. I do not believe so and I think this is the position of my 
bosses, the board of commissioners, themselves, all of whom I might 
say are actively engaged in some phase of the practical operations of 
foreign trade of this port. 

Mr. Jonnson. Would you go so far as to state that there is definitely 
a need for independent lines in our trade ? 

Mr. Frencu. I think so. 

Mr. Jounson. What has been advocated would not take away that 
protection of having independent lines ? 
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Mr. Frencu. Yes. I think that is correct. I believe the independent 
line should be given an opportunity to not only survive but to prosper 
and you are sitting really in judgment as to what the environment 
should be in which this can work itself out. It is a difficult task that 
you have. It is a task on which it is very difficult to be dogmatic and 
say this or that. 

Mr. Jounson. I presume, Doctor, that you are familiar with the 
amount of subsidy that the Government appropriates both in con- 
struction and operating subsidies ? 

Mr. Frencn. Lam. 

Mr. Jonnson. Is it your opinion that these American-flag ships 
which are receiving these substantial subsidies have some obligation 
to see that rates are stable and that we do have regular sailings ? 

Mr. Frencu. I certainly do and that they act like competitors, I 
might go further to say. 

Mr. Jounson. I do not believe I have any further questions. 

Mr. Garmatz. Mr. Drewry. 

Mr. Drewry. Dr. French, you have made a very good case for the 
part that the conference system and the dual rate system play in the 
trade development. I wonder what your thought is on this question : 
The carriers under the dual rate system have a rather large captive 
clientele. Might that not tend to assert a degree of inflexibility or 
lack of quick responsiveness to changes in trade movements such as, 
for instance, that as the development of competing foreign products 
arises, there would be not quite as quick a reaction on the part of the 
carriers to adjust to meet that as there would be if there were not 
this captive clientele? 

Mr. Frencu. I think you are exactly right. It is the question of 
striking some sort of balance between st: ability and responsiveness to 
change. This has been a problem that I know that all of you gentle- 
men in the House have had to worry about in connection with a good 
many pieces of legislation that have nothing to do with the merchant 
marine. 

Mr. Drewry. It is a question of one of our problems being, if we 
like the dual rate system for the good that it does, to find some way to 
offset the more restrictive characteristics which are inherent in it. 

Mr. Frencu. That is right. Of course, I can confess to strong per- 
sonal affection for the flexible approach. I think that we tend to 
make things too inflexible and not responsive enough to change. At 
the same time, whenever you are dealing with matters affecting the 
Nation’s economy, you have to recognize ‘the desirability of some sta- 
bility, too, and that is pretty much the line that we have been trying to 
move on, policywise, now for probably 25 or 30 years when it is re- 
duced to its essential elements. 

Mr. Drewry. One way of doing that, I suppose, is the line which 
has been followed by the cotton shippers; namely, to organize suffi- 
ciently strongly that they can bring their weight to bear. 

Mr. Frencu. So that you get some bargaining on a more equal basis. 

Mr. Drewry. You mentioned carbon black and several others. 

Mr. Frencn. And rice. The rice millers have an association. I do 
not know about the organization of the carbon-black trade. There are 
not many producers. 
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Mr. Drewry. Is there any part that the port commission, for in- 
stance, can play in encouraging shippers to organize ? 

Mr. Frencu. What we do i is that this port takes an active interest 
in the meetings of these associations. Our trade development people 
are invariably present when the rice people meet, the tobacco people, 
and so on, because we believe they are in forums and they are good 
places for the port to be aaaaamaiel and to talk with them and discuss 
the proble ms of moving goods through our particular port in foreign 
trade. 

Mr. Drewry. That is all, Mr. Chairman. 

Thank you, Doctor. 

Mr. Garmarz. Mr. Cowen. 

Mr. Cowen. I have one question, Doctor. Are you familiar with 
the usual conference contract ? 

Mr. Frencu. Inonly a general way. 

Mr. Cowen. You have no opinion as to whether or not it is a uni- 
lateral rather than a bilateral contract, do you? 

Mr. Frencu. No. As I understand it, you spoke of the usual con- 
ference contract, and there are some differences in these contracts, I 
believe, from conference to conference. 

Mr. Cowen. They are minor differences. 

I was speaking of the basic fundamentals of the contract whereby 
they c: In assess liquidated damages. 

Mr. Frencu. Yes, I am familiar with that. 

Mr. i And under which they do not guarantee to carry the 
coods. 

Mr. Frencu. Your question is, Is there a reciprocity in this? 

Mr. Cowen. Yes. 

Mr. Frencu. I do not know whether there is but I should think that 
there should be and it follows the statement which I made a moment 
ago; that is, that I believe that these arrangements should have as 


mu h flexibility in them as it is no yssib le to have and ~ till oet a certié wn 
degree of desirable uniformity and st: ability. 
Mr. Cowen. Would you go one step further, then, and si y that the 


dual-rate-system contract should |} have more superv ision by the Federal 


Maritime Board than it does at the present time ? 

Mr. Frencu. That is my ee ol the moment. 

Mr. Cowen. I take it, sir, that you believe in the dual-rate system ? 

Mr. Frencnu. Yes, or some kind of device aimed at that objective. 

Mr. Cowen. You favor some tie-in device that would not be abso- 
lutely rigid in its operation and yet would have competition among 
member lines and would have supervision exercised by a Federal reg 
ulatory agency ? 

Mr. Frencu. That is a good summation. Yes. 

Mr. Casry. Will you yield, there ? 

Mr. : ‘OWEN. Yes. 

Mr, Casey. Do you think the 100 percent patronage provision on the 
dual r: br. is too inflexible ? 

Mr. Frencu. I, frankly, do not know enough about the practical 
workings of the system to know whether it is too extreme or not. I 
must say that when I was going through this thing again that I 
wondered again about it as to whether the 100 percent patronage was 
not too extreme. There are various ways that these things could be 
modified. . 
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Mr. Casey. I was thinking about maybe a 95 percent patronage or 
80 percent or some figure like that that would stimulate your inde- 
pendent lines. 

Mr. Frencu. I was thinking of somewhat of a lower percentage, 
too, Mr. Casey. I got to wondering about it because it seemed to me 
that you could introduce some flexibility in there. Maybe from a 
practical standpoint this would prove not to be practical. 

Mr. Casey. Possibly in each trade route the percentage would vary. 

Mr. Frencn. That is correct, but it would be, I think, for the 
Congress or the Federal Maritime Board to set down some ground 
rules. 

Mr. Casey. I wondered if you ever explored that idea. 

Mr. Frencu. I did in my mind. I did not put it in the statement 
because I had not reached any conclusion. 

Mr. Garmarz. Are there any other questions / 

Mr. Kelly, our witness for this afternoon, has kindly consented to 
come back tomorrow morning. 

We will have two witnesses tomorrow, Mr. Kelly and a gentleman 
from Houston, Tex. 

Since the committee will be guests of Mr. French, who will take us 
on a tour of the harbor, we will recess until tomorrow morning at 
10 o’clock. 

(Whereupon, at 12: 05 p. m., the committee recessed to reconvene at 
10a.m., Thursday, May 14, 1959.) 
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House or REPRESENTATIVES, 
SpECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES, 
OF THE COMMITTEE ON MERCHANT 
MaRINE AND FIsHERIEs, 
New Orleans, La. 

The subcommittee met at 10 a.m., pursuant to recess, in the Old 
Supreme Court room, Civil Court Building, Royal and Conti Streets, 
New Orleans, La., Hon. Edward A. Garmatz presiding. 

Present: Representatives Garmatz, Anfuso, Downing, Mailliard, 
and Glenn. 

Staff members present: John H. Drewry, chief counsel, and Robert 
H. Cowen, counsel. 

Mr. Garmatz. The meeting will come to order, please. 

Our first witness this morning is Mr. H. X. Kelly, chairman of 
the executive committee of the Mississippi Shipping Co., New 
Orleans La. 

Mr. Kelly. 


STATEMENT OF HARRY X. KELLY, CHAIRMAN, EXECUTIVE COM- 
MITTEE, MISSISSIPPI SHIPPING CO., INC. (DELTA LINE), NEW 
ORLEANS, LA. 


Mr. Ketiy. Mr. Chairman and members of the committee, my name 
is Harry X. Kelly. I am chairman of the executive committee of 
the Mississippi Shipping Co., Inc. (Delta Line), with headquarters 
in New Orleans. I have been connected with the company since its 
founding in 1919, having served in many capacities. 

Our company is a subsidized American-flag operator employing 
14 owned vessels, 3 of which are combination cargo-passenger ships. 
Ten of the ships are in service between the U.S. gulf and east coast 
South American ports (trade route 20); that is, Tampa to Browns- 
ville in the gulf and the Amazon River to Bahia Blanca, Argentina, 
on the east coast of South America. The other four ships are oper- 
ated between the U.S. gulf and west African ports (trade routes 
14(2). We employ approximately 870 seagoing personnel, approxi- 
mately 1,000 shore labor personnel, and in our offices in United States 
we employ approximately 200 people. We have our own offices in 
New York, Chicago, Houston, St. Louis, Washington; four in South 
America—Rio de Janeiro, Santos, Sao Paulo, Buenos Aires; and 
three in Africa—Abidjan, Takoradi, Leopoldville. At those African 
posts we aces. constructed homes for management personnel, and in 
Rio de Janeiro and Buenos Aires we maintain lighters and portable 
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cranes. We estimate that the original cost of this equipment, includ- 
ing homes, amounted to $600, 000 and the cost of maintaining these 
seven Offices abroad is likewise $600, 000 per annum. 

Presently we operate 68 subsidized voyages a year, of which 15 
are to South America and approximately 17 to west Africa. 

The company has been engaged in continuous operations since 
1919 in our South American service and from a poineering venture 
we have contributed to the development of the trade in the inter- 
vening years. Our west African service was inaugurated in 1947. 
The commerce in this area prior to 1947 was of little economic v: ilue ; 
however, with the introduction of a regular, dependable U.S. flag 
service we contributed materially in the development of such com- 
modities as coffee, fish meal, sisal, manganese ore, rubber, logs, et 
cetera. 

In our trades, we carry little cotton. The principal products are 
petroleum produets, machinery, flour, carbon black, rice, chemicals, 
iron and steel articles, including tinplate. 

We are members of the River Plate and Brazil Conferences, which 
conferences employ a dual-rate system. We are also a member of the 
American West African Freight Conference. The chairmen of both 
of these conferences reside in New York and the meetings are held 
in New York. We have a representative who attends the meetings 
and, of course, has voting power. The West African Conference 
does not have a dual-rate system. However, they are on record with 
your committee in favor of dual rates or some shipper conference 
contract tie-in arrangement. 

Our years of experience in ocean transportation has convinced us 
that a preponderant number of shippers, importers, agents, brokers, 
and other maritime interests favor not only the conference system 
but a contract system whereby for some given period of time they will 
know exactly what it will cost them to import or export their goods 
to various world ports. 

We do not recall a single incident in our conference experience 
where we, as an American line, have found our interest or the inter- 
est of the American merchant marine or that of the importers or 
the exporters subordinated or prejudiced. 

The foreign-flag lines are also financially interested in the develop- 
ment of trade between the United States and various world areas 
and in the majority of cases their thinking and causes are parallel 
to ours. We will not attempt to outline the many benefits to ship- 
pers and importers which are afforded by the two systems under refer- 
ence. That would merely be a repetition of your former testimony 
but this has been covered, we understand, at length with your com- 
mittee by Mr. G. F. Foley, chairman of the River Plate and Brazil 
Conferences. 

In our trade routes we do have substantial competition from tramps, 
a type of operation to be distinguished from the dependent operator 
who may have some schedule. E xcept for a relative few, over the 
years we have found shippers and importers cooperate with liner 
services where a mutual interest exists to safeguard themselves from 
the uncertainty of that type of competition that involves instability 
of rates. 

At the present time, we are actively engaged in negotiations for 
the replacement of our fleet. Next week a contract will be placed 
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for three cargo vessels at a cost of over $30 million, of which about 
50 percent, we hope, will be for the Federal Maritime Board and 
50 percent for us. In all, we expect that, within the next few years, 
the total investment in our new construc tion will be over $160 million, 
of which Mississippi Shipping Co.’s proportion will approximate $80 
million, the remainder to be covered by construction-differential sub- 
sidy accruing to the shipyards. The first vessels will be equipped 
with the latest cargo-carrying facilities, viz, refrigerated spaces, bulk 
oil compartments, “tanks for ¢ ‘argo oil, special cargo-handling gear, 
special hatch covers, et cetera, and they will make a major contribu- 
tion to the maintenance and development of the U.S. merchant marine. 
Obviously, with an investment of $80 million in new-vessel construc- 
tion, the company will have to make the most of its corporate reserves, 
borrow large sums of money, and retain a large part of its future 
earnings; and it may even be necessary to finance some part with stock 
or bond offerings. 

It is, therefore, of the utmost importance that we have some assur- 
ance of stability in the industry. Without assurance that we con- 
tinue to operate as at present, we may be faced in time with the 
necessity to reappraise our outlined program of new construction. 
During today’s depressed freight market, the financial burden of 1 
placing vessels at inflationary cost as compared to a few years ago 
will strain the reserves of any steamship company. We must count 
upon the stability and uniformity guaranteed by conferences and dual 
contract rates. With 2.500 stoc kholders, if we cannot operate with 
assurance that the rate structure will remain balanced by either a dual 
rate or other effective tie-in arrangements such as deferred rebate 
system, then, frankly, we shudder to think of the calamitous conditions 
that will ensue in the years of uncertainty that would lie ahead. 

I appreciate the opportunity of appearing before your committee 
to express my views. 

Mr. Garmarz. Mr. Mailliard. 

Mr. Maitiiarp. Mr. Kelly, in this West African Conference where 
a dual rate is not in existence, can you tell us why you feel that that 
conference has been able to operate successfully without the dual rate 
whereas the other one to which you belong has had it for some time ? 

Mr. Ketry. As I explained, when we entered that service there was 
no service from the gulf. I think there were only either three or four 
lines operating from the North Atlantic to that area and, with the 
small number of lines who were operating, they seemed to be able to 
agree with each other and get along very well without any definite 
tie-in. But this conference has now gone on record with this commit- 
tee and is awaiting the outcome of the present hearings and, if the 
conference system is approved, we know that the West African Con 
ference will adopt dual rates. 

Now, I think there are a total of eight lines operating and we think 
we need a more binding shipper-steamship arrangement if we are 
voing to have stable rates. 

Mr. Maruurarp. When you went into this trade in 1947, how many 
other lines were operating in the trade? 

Mr. Ketuy. There were no other lines from the gulf. There were 
four from the North Atlantic. 

Mr. Mariurarp. How many are there now from the gulf? 
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Mr. Ketxy. There are two from the gulf now, one American flag 
and one foreign flag. The foreign flag is a combination of Danish- 
Norwegian ships and there are seven, I believe, in the North Atlantic, 
a total of nine. 

Mr. Marmniarv. What total number of ships is in that trade? You 
have 10. 

Mr. Keuiy. In the African trade, we have four. Our competitors 
have about the same number from the gulf, which would be eight; and 
I would estimate that from the North Atlantic there are at least 40. 

Mr. MAILiqar. Have tramps come into this trade at all ? 

Mr. Kriny. Yes, the tramps have come in. It is the same as in any 
other trade. Where there is a parcel of cargo of 2,000 or 3,000 tons, 
shippers have made approaches to the tramps and in some cases they 
have obtained the cargo. 

There is a commodity which originates in Southern Angola called 
fishmeal. It is a commodity that was one time used for fertilizer but 
now is, I think, mostly used for cattle feed. That commodity quite 
often moves in 2,500-or 3,000-ton lots and we have had some trouble 
with tramps picking up that cargo to come to the gulf. 

Mr. Matiitarp. Would you think this would be an example of 
where a regular liner operator has gone in and opened up a trade and 
once it is developed it attracts the in-and-outers or the tramps, in 
ther words, it is your pioneering work that has developed this trade 
on this particular route and the reason that you now go to the dual rate 
system might be that, having opened it up, other people are trying to 
take advantage of the trade that you developed ? 

Mr. Ketiy. There is no question about that. In other words, in the 
South American trade there was no regular outbound line from the 
culf at the time we started the service and the same is true with the 
West African; and now we have the foreign-flag competition from the 
gulf to West Africa and we have three lines in competition with us 
to the east coast of South America, one of them I would say since 1923 
and another since the early thirties and another in the last 10 years 

Mr. Marurarp. Perhaps this might be an explanation of the ques- 
tion which has been raised so often in these hearings as to why some 
conferences can operate successfully without the dual rate and others 
apparently cannot. When the trade develops to the point where it is 
sufliciently large in volume, that is the point at which the conference 
needs the du: al rate to protect itself against competition. 

Mr. Kertry. That is certainly true. 

{r.Garmatz. Mr. Anfuso. 

Mr. Anrvuso. Did you mention only three independent lines in 
competition with you? 

Mr. Ker x. Our competition from the gulf is Lloyd Brasileiro, a 
line owned by the Brazilian Government; the Flota Mercante and 
the Fanuow ned by the Government of Argentin: a; and a line operating 
Norwegian steamers under the name of Nopal. The Norwegian 
steamers come to the gulf to go back to the east coast of South America. 
They do not return to Norway at all in this particular trade. 

Mr. ANru 80. To your knowledge, are these lines subsidized by their 
governments ? 

a an tty. The Brazilian and Argentine lines are Government- 
owned lines 
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Mr. Anruso. How about the other line? 

Mr. Keity. The Norwegian line receive Government aid. I do not 
know whether we could call it subsidy or not but they do receive 
Government aid. 

Mr. Anruso. Will the dual rate system in that area have a tendency 
to remove this independent competition ? 

Mr. Ketiy. The independent competition, yes, it certainly would. 

Mr. Anruso. It would remove that kind of competition ? 

Mr. Ketiy. It would remove that kind of competition. 

Mr. Auruso. Did you say that your conference meets in New York? 

Mr. Ketiy. The River Plate and Brazil Conferences meet in New 
York. We do not have any meetings in the gulf of that conference. 

Mr. Anruso. How many members are in that conference ? 

Mr. Keitxy. At the present time there are 16. 

Mr. Anruso. Sixteen? 

Mr. Ketty. Sixteen. 

Mr. Anruso. Do they come from all parts of the United States ? 

Mr. Ketty. The members of the conference include the European 
lines, and these lines that I have mentioned to the east coast of South 
America. All of us have New York offices so that it is not a matter of 
sending a man to New York to attend a conference meeting. They are 
attended by New York representatives. 

Mr. Anruso. How long does it take to get a meeting together ? 

Mr. Ketriy. I would say a day. Occasionally they might call a 
special meeting in the morning to be held in the afternoon. Special 
meetings can certainly be arranged in 1 day. 

Mr. Anruso. You could get all the conferees together within that 
short period of time? 

Mr. Ketry. Certainly. 

Mr. Anruso. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Glenn. 

Mr. Guienn. I have no questions. 

Mr. Garmatz. Mr. Downing. 

Mr. Downtne. It was a very fine statement. I have no 
questions, 

Mr. Garmarz. Mr. Cowen. 

Mr. Cowen. I have a few questions, Mr. Chairman. 

Following up Mr. Anfuso’s questions, Mr. Kelly, relative to the 
River Plate and Brazil Conference and the American West African 
Freight Conference, they have offices domiciled in New York, is that 
correct, sir ? 

Mr. Ketiy. That is correct, the River Plate and Brazil Conference 
has a permanent chairman. The American West African Conference 
being somewhat new does not have a regular chairman. 

The members of the various lines rotate as chairman of that 
conference. 

Mr. Cowen. Your company is predominantly in the gulf area, the 


culf trade? “a 
Mr. Ketiy. We have no service anywhere except from the gulf 
ports. 


Mr. Cowen. Is there any logical reason why the conference should 
not be domiciled here in the area that your lines particularly serve ‘ 
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Mr. Ketiy. Well, many of the foreign lines which only operate 
from New York to the east coast of South America do not maintain 
offices here and it would be quite inconvenient for several members 
of the conference to attend meetings here. That would involve travel 
ing from New York to New Orleans whereas everybody has a New 
York office and they are already there. 

Mr. Cowen. But the problems that arise in the operation of your 
lines would be problems that were unique to this particular gulf coast 
area, would they not? 

Mr. Keiiy. Only some of them. Some problems arise especially in 
Brazil and Argentina that would affect the entire membership. 

Mr. Cowen. But you serve a specified area here on the gulf coast / 

Mr. Kretiy. We serve this specified area here. That is all. 

Mr. Cowen. Your line certainly is interested in giving to the people 
of the gulf area regular and stable service and rates? 

Mr. Ketty. I have stated here that we have approximately 51 sail- 
ings. Some years it is 52. We try to maintain one sailing a week from 
the gulf. 

Mr. Cowen. We have had complaints, sir, that problems that arise 
are unique to this specific area that is being served by your company. 
did not mean to intimate that your company is not doing a good job 
but the complainants seem to feel that they have a problem which is 
nique to this area and yet, to solve the problem, it must be taken up 
at the domicile of the conference in New York City, which is far re 
moved from the place where the complaint arose. 

There have been questions as to whether or not a conference could 
serve its people better if it were domiciled in the area in which the 
problems arise. 

Mr. Ketty. Well, it may be surprising but the amount of business 
that moves from the gulf in our area and is controlled here where 
there is an export manager here, the amount of business controlled in 
the gulf is very small. Most of our business is controlled in New York. 

If I may mention a couple of large shippers like Texaco Inc., Esso, 
Standard Oil of New Jersey, or other shippers like that, if they were 
to approach the conference ‘they would be approached by a vice presi- 
dent or export manager or someone who is already living or sta- 
tioned in New York. In other words, it would be inconvenient for 
some of the large shippers if we had a conference office here and they 
were compelled to make their appearance here to handle their particu 
lar problems. 

"hie. CowEN. So that you domicile your conference where the major 
offices of the shippers that you serve are located ? 

Mr. Ketiy. That is correct. 

Mr. Cowen. The problem that would arise would be taken up by the 
New York office with the conference? 

Mr. Ketiy. It would not be handled in most cases by the offices of 
even the large corporations in New Orleans. They would have no one 
here to handle the problem for them. , 

Mr. Cowen. That takes care of the large shipper. 

Would the small shipper, say, one who has business interests pri- 
marily in this State or in other Gulf States, of necessity, have to go 
before your conference in New York or could it be handled through an 
agent of your company here? 
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Mr. Ketry. The first thing he would do would be to write to the 
conference chairman in New York and state his problem and make his 
request. If the answer that he received from the conference and the 
conference chairman was not satisfactory and he wanted to make a 
personal appearance, then it would be necessary for him to go to New 
York. We have very few of those shippers, however. 

Mr. Cowen. What would be the elapsed time in the correspondence 
before he could have a hearing before your conference committee ? 

Mr. Kexuy. I think somewhere in his test imony the chairman of 
the River Plate and Brazil Conferences testified that last year he had 

20 requests for rate reductions or rate changes which, with a 260-day 
year and a few holidays is practically 1 a day. 

To answer your question, I would think that if the problem was 
imminent, that is, if on the Ist of M: ay the man says, “I have to make 
this shipment on the Ist of June,” I am sure that the heari ing in New 
York would be within a week. 

Mr. Cowen. So that, your conference committee is available at all 
times to listen to a shipper, large or small, if he has a justifiable 
complaint ¢ 

Mr. Ketiy. That is correct. 

Mr. Cowren. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Anfuso? 

Mr. Anruso. Mr. Kelly, are there any treaties with different gov- 
ernments which would place restrictions upon our establishing a dual- 
rate system ? 

Mr. Ketuiy. In our particular trade, no, there are no treaties. As 
I have explained, we have competition from the Brazilian Govern- 
ment steamers now and the Argentine Government steamers. ‘They 
are in the conference and we have had no difficulty as far as dual rates 
go in putting them in and trying to maintain them. 

Mr. Anruso. Do you know of any treaties in any commodity that 
would affect shipping ? 

Mr. Keiiy. You are talking particularly about dual rates? 

Mr. Anruso. Dual rates, yes. 

Mr. Krixiy. I do not kow of any treaties; no, sir. I believe Chair- 
man Bonner has asked the State Department for a list of laws on the 
subject. You gentlemen probably know whether that is true or not. 

Mr. Anruso. You know that with respect to the airlines, for ex- 
ample, all of the airlines of the world are bound by treaties and they 
have a uniform rate. 

Mr. Ketiy. That is right. 

Mr. Anruso. Do you think such a thing would be good for the ship- 
ping industry ? 

Mr. Ketury. I think that the problems of the shipping industry are 
peculiar to particular trades and it would be very difficult to make 
exactly the same set of regulations for all parts of the world. 

I believe that under the present system that we have we have gone 
just about as far as we can go and work together without difficulty. 

Mr. Anruso. You believe that the conference system which lets 
in foreign shippers is best ? 

Mr. Kerry. I think so. 

Mr. Anruso. That is all, Mr. Chairman. 

Mr. Garmarz. I have just one question, Mr. Kelly. 
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You belong to the River Plate and Brazil Conference which has a 
dual rate system and also the American/African Freight Conference 
which does not have the dual rate system. 

With which conference do you do the most business ¢ 

Mr. Ketiy. We have 10 steamers in the South American trade and 4 
in the African trade. That indicates our idea of the volume of busi- 
ness possible. In other words, out of 14 we have only 4 in the African 
trade. There is much more business to South America than to west 
Africa. 

Mr. Drewry. Mr. Kelly, do you have any way of determining 
whether you are, businesswi ise, at a disadvantage i in this African Con 
ference as compared to the River Plate Conference ? 

The statement has been made several times in the course of these 
hearings that a number of the conferences which do not have the dual 
rate system would like to have it but for one reason or another they 
do not have it because the situation is confused at the present time. 

You are in one conference having the dual rate system and one with- 
out it. Can you document that your company is losing money or mak- 
ing less proportionately in the nondual rate conference than they are 
in the dual rate conference ? 

Mr. Keniry. I think it is much easier for the independent or out- 
sider to come in on the west African trade than it is in the South 
American trade. 

[ mentioned a few minutes ago this commodity of fish meal. If 
we had had those shippers signed to a conference contract, I believe 
that this independent competition would not have originated, this 
tramp competition would not have been able to get in in that particular 
commodity. 

Mr. Drewry. Are you losing money in the nondual rate confer- 
ence or are you making less proportionately? Is that something 
that can be determined ? 

Mr. Ketxy. I do not know whether this is public but we can make 
public to the committee that in the year 1958, with 17 sailings, we 
lost about $400,000 in the African trade after subsidy. That was 
not a good year. 

Mr. Drewry. What happened in the Brazil trade ? 

Mr. Keitiy. We show a profit for the year of $1,074,000 in our 
overall operations. If we lost $400,000 in Africa we made approxi- 
mately $114 million in South America. 

Mr. Drewry. You say it is easier for the nonconference competi- 
tion to come in. Is there nonconference competition in the African 
trade? 

Mr. Ketiy. No regular line but, as I explained, whenever a 2,000- 
or 2,500- or 3,000-ton lot of car go comes up somewhere, then a tramp 
or nonconference line is usually approached by the shipper. 

Mr. Drewry. Then is there nonconference competition in the 
Brazil trade? 

Mr. Ketry. It is practically the same situation that in a few com- 
modities if a large volume is about to move, the shipper may approach 
an independent or a tramp. We usually know about that and, in a 
great, many cases, we are able to retain the business. In some cases 
we are not. 
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Mr. Drewry. When you say an independent or tramp, are you 
using the terms interchangeably? Is an independent the same as 
a tramp, in your mind / 

Mr. Ketiy. The tramp, I would define as what we say is an in-and- 
outer. He comes on the berth for a particular movement or maybe 
for two movements. An independent should be defined, I believe, as 
a line that is attempting to offer regular service. We do not have 
either in Africa or in the east coast of South America any independent 
line trying to offer regular service. I would classify all those steam- 
ers as tramps. 

Mr. Drewry. You say there are several commodities. There would 
be commodities which sometimes move in very large bulk, is that 

right ? 

Mr. Ketuy. That is correct. 

Mr. Drewry. That is all, Mr. Chairman. 

Mr. Garmatz. Are there any other questions ? 

Thank you very much, Mr. Kelly. You made a fine witness. 

Mr. Ketiy. Thank you. 

Mr. Garmatz. The next witness is Mr. Robert Kikel, counsel for 
the Texas Ocean Freight Forwarders Association, Houston, Tex. 


STATEMENT OF ROBERT EIKEL, COUNSEL, TEXAS OCEAN FREIGHT 
FORWARDERS ASSOCIATION, HOUSTON, TEX. 


Mr. Erxet. Mr. Chairman and gentlemen, my name is Robert 
Hikel. I am a practicing attorney of Houston, Tex., and am now 
and have been for several years the attorney for the Texas Ocean 
Freight Forwarders Association, on whose behalf I make this state- 
ment and appear. 

I have been engaged in the practice of law, mainly in the field 
of admiralty and ‘shipping law since 1934 except for the war years, 
during which time I was serving in the Navy, and I am familiar with 
ship operations. 

On behalf of the ocean freight forwarders whom I represent | 
have been authorized to express to the committee their firm support 
of the contract or dual-rate system under which shippers sign agree- 
ments with ocean shipping conferences by the terms of which these 
shippers pay rates slightly less than the ‘public tariffs in considera- 
tion of using conference steamships exclusively during the term 
of the contract. 

It is the opinion of the ocean freight forwarders whom I represent 
that it is in the best interests of the shippers on whose behalf they 
handle a great deal of the cargo shipped from west gulf ports that 
such a system can be legalized and continued. 

Primarily, shippers in order to make sales of their products in 
foreign commerce need dependable, regular sailings, and rates that 
are no more than those paid by their competitors. Practically no ship- 
pers are able to engage in the steamship business as well as in their 
own business so that they could provide their own steamship services, 
by operation or by charter. Furthermore, it would be very difficult 
to schedule shipments abroad on a basis where space charter arrange- 
ments could be entered into as contrasted with chartering of ships. 
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- is therefore a business necessity for nearly all shippers that they have 
railable to them sufficient ocean space to enable them to count on 
et being available for shipments they wish to make. 

Shippers therefore realize that it is to their advantage to have reg- 
ularity of sailings even though they also realize that it would be pos- 
sible for them in certain sl: ek caihcdia to secure by separate charter 
arrangements, lower rates for short periods of time. 

In the opinion of the ocean freight forwarders regularity of sailings 
is well maintained by the conference, and it is difficult for them to 
understand how regular and frequent sailings could be maintained 
unless the steamship companies were assured of revenues suflicient 
over periods of time to cover the cost of maintaining such services. 

The dual-rate system that has been in use for many years assured 
steamship companies of such revenues and has been generally satis- 
factory in assuring shippers of regular sailings. That in br ief is the 
reason why the ocean freight forwarders favor the continuation of 
that or a similar shipping arrangement. 

Of course it can be pointed out that the need for frequency and reg- 
ularity of sailings is well recognized in the laws which reflect and 
maintain American shipping policy. Subsidy contracts provide for 
a minimum number of sailings along trade routes found essential for 
American commerce, and this example should prove the point. It is 
further recognized in American law that the American merchant 
marine can be maintained only by providing subsidies to equalize 
American and foreign costs, and in itself this is a recognition in law of 
the need for the steamship operators to be assured of returns profitable 
enough to enable them to maintain American flag steamship services. 

It is obviously the case, it might be stated, that the dual-rate or 
contract system has been in effect so long that most of the ocean freight 
forwarders now in business hav e not seen the wide fluctuations of 
rates and the irregularity of services that we know from our reading 
resulted in the past from steamship rate wars. They do know, how- 
ever, that it is absolutely necessary for the business of shippers that 
regularity and frequency of sailings, in peak times and in times of 
reduced amounts of cargo, be : assured, and that rates be uniform and 
nondiscriminatory, and in view of the international character of ocean 
trade it would be unwise in the opinion of the Texas ocean freight 
brokers and forwarders and not in the interest of shippers to impose 
legal restrictions on conferences that would invite ocean freight wars. 

‘In conclusion, permit me to express my thanks to the subcommittee 
on behalf of the people for whom I speak for the opportunity to appear 
and express their belief that the dual-rate or contract system or some 
similar tie-in arrangement is necessary for the continuance of healthy 
trading conditions of American shippers in foreign commerce. 

Mr. Garmatz. Mr. Anfuso. 

Mr. Anruso. Mr. Eikel, the last witness, Mr. Kelly, testified here 
that establishing a dual-rate system would have a tendenc y to elimi- 
nate competition. Now, as a lawyer, do you think that a law giving 
such preferential treatment could stand up ‘ 

Mr. Erxet. I think it would. I think that the difficulty in making 
American law is that you cannot control international shipping easily 
by an American law. Iam not so sure myself and the people for whom 
T speak are not of the opinion that establishing a dual-rate system 
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eliminates competition. It does to some extent, true; but they have 
seen some experiences of unrestricted competition, and ‘they think that 
it will really interfere with regularity of sailings. 

Mr. Anruso. Do you think that, as a lawyer, you could write a law 
that would not have the objections which the Supreme Court felt there 
were in the Isbrandtsen case ? 

Mr. Erxet. With all respect to the opinion of the Supreme Court, 
I think that the majority opinion was inaccurate in its history when 
it failed to emphasize the word “unjustly” discriminatory in the 
statute. It talked about “discriminatory” but not “unjustly 
discriminatory.” 

Of course, I have no doubt that a law could be written that would be 
sufficient. Of course, now under the present extension of the dual-rate 
system, there is the statute on the books. 

Mr. Anruso. Of course, you understand that the sole purpose of in- 
terpreting the law belongs to the courts. 

Mr. Erxen. ¢ ‘ertainly, but I think that the language should be so 
drawn that it would be clear. The old Shipping Act language was 
not cited as prohibiting the dual-rate contract system as a matter of 
constitutionality but only as a matter of the wording of the statute, 
as I read the opinion. 

Mr. Anruso. Are you, Mr. Eikel, and other attorneys who are in 
favor of the conference and dual-rate system, prepared to give this 
committee some assistance in the drafting of such-a law ? 

Mr. Erxet. I am certain that that would be easy. 

Mr. Anruso. Could you furnish us suggestions ? 

Mr. Erxec. If we could, yes, certainly. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Mariuiarp. [ have no questions. 

Mr. Garmatz. Mr. Glenn? 

Mr. Girenn. Mr. Eikel, representing freight forwarders as you do, 
do you know whether any of the members of your group have received 
more than the 114-percent commission from other than conference 
lines ? 

Mr. Erxet. It is my opinion and they have informed me that they 
do not. They do receive a similar compensation and brokerage from 
nonconference lines but, in my opinion, I have seen no evidence that 
their receipts have been greater than that 114 percent and certainly all 
of them have assured me on various occasions that they do not have. 
I have to take their word for it because I have never examined the 
books, of course. 

Mr. Guenn. If that would be so, then there would be no reason for 
them to try to direct business to the nonconference lines not receiving 
any increase on the brokerage. 

Mr. Erxet. I see none; I think they are in an impartial position in 
that respect. They, of course, represent shippers who use all the lines, 
including tramps. 

Mr. GuEenN. We have had testimony before this committee that as 
high as 10 percent has been paid and we have heard of 5 percent and 
21% percent. You say that in your Texas conference you know of no 
such payments? 

Mr. Erker. They have assured me on other occasions that they have 
not been so paid. I am sure that they have mentioned that such high 
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brokerages have been paid by foreign lines abroad to represent atives 
abroad, and they have knowledge of that, but these people in this 
conference have all denied they have ever received additional amounts. 

The 5 percent and 10 percent brokerage payments they understand 
are not uncommon payments by foreign lines where they control the 
shipments abroad, but in this country, no. I feel sure that that is 
the case, that their assurances are correct. 

Mr. Guenn. How many members are there in your association ? 

Mr. Erxet. There are 13 to 15. There is only one established firm 
that has its business only as a freight forwarder and broker which is 
not a member, except some people who have their principal offices out- 
side of ‘Texas. 

There are two or three of those that have offices in New York and, 
as originally organized, this association did not permit membership 
of those who did not have local offices and local corporations. They 
have now amended it and are inviting these two or three others to join. 

Of course, there are a few forwarders who do not have the exclusive 
business of forwarding that are not members but they have an office 
and handle a few shipments now and then and are not really forwarders 
as being in the business. 

Mr. GLENN. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Downing. 

Mr. Downine. Mr. Eikel, in your opinion, what part should the 
Federal Maritime Board play in this overall situation? Do you 
think they should be given more powers or do they have enough at 
the present time ? 

Mr. Erker. I think they should be given ample power to regulate 
the conferences, to approve their rate systems, so that they would not 
be discriminatory, but I think they probably have the power under 
the present act and, if anything, there should be a clarification of it 
only. 

Mr. Downtne. I believe the wording is they have the power where 
it would be “unjustly detrimental” to the commerce of the United 
States. 

Mr, Erker. “Unjustly discriminatory.” 

Mr. Downrne. Is that wording to inflexible to give the Federal 
Maritime Board the proper supervision ? 

Mr. Erxet. I would think not. I think the Supreme Court ignored 
the “unjustly discriminatory.” I think they should be given the 
power to supervise conference arrangements and agreements. 

Mr. Downine. They have that now, as I understand it. 

Mr. Erxet. I think it should be clarified to say that they do have 
full power in that regard. ’ 

Mr. Down1ne. Do you think that their supervision over these agree- 
ments and the conference agreements should be clarified ? 

Mr. Erxen. Yes. 

Mr. Downtnc. What about approval of rates ? 

Mr. Erxen. Well, I do not think it is possible to give the Federal 
Maritime Board exclusive approval of rates without greatly increasing 
their staff, ; 

The Interstate Commerce Commission has a big staff and has ex- 
tensive hearings. You have a different situation here where you have 
such tremendous competition between so many steamship lines and 
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nationalities, and for that reason a regulation of rates, as such, by 
one body would be very difficult, in my opinion. 

Mr. Downtne. It is'a delicate problem, as to how far to go. 

Mr. Erxex. Yes; very difficult. 

Mr. Downtna. Do you have any opinion as to this free along shi 
(FAS), free on board (f.o.b.) problem that is causing so ahh 
concern ? 

Mr. Erxen. There is not that problem in the gulf. The conferences 
have never insisted on any application of f.o.b. and FAS arrangements 
to shipments out of the gulf. 

The opinion of the people there is that it is academic, accordingly. 
As a lawyer, I think it would be very difficult to enforce under one 
contract agreements of the shippers over whom they have no control. 
They have no control over purchasers abroad; for example, foreign- 
ers. Of course, that can be abused, too, because, by virtue of under 
the table arrangements, the foreign purchaser could insist on certain 
lines being used as he does to avoid conference rate schedules and get 
cheaper rates. 

Mr. Downtna. Do you think that the foreign consignee has the right 
to designate his own line ? 

Mr. FrKxet. I have not seen any practical instances of it and it is not 
the case in the gulf, because the steamship lines have not tried to 
compel shippers to bring under their contracts foreign shipments 
where the foreign purchaser nominates the carrier. I understand it 
is on the west coast primarily at the present time that that exists. 

Mr. Downtna. Do you think it is right for the conference to insist 
that this be ae in the contract? 

Mr. Erxen. I do not think so, frankly, but I can see where it could 
bea question of great importance because you could find combinations 
abroad. That is one of the great problems of shipping, of course, that 
you find cartels Approv ed by foreign law and used extensively, and 
that is the reason why, if you are too restrictive on your interpreta- 
tions of arrangements here, in my personal opinion you are likely to 
find yourself greatly damaging the American commerce, the shipper 
primarily, as well as the steamship conference. 

Mr. Downtna. It is your opinion that probably Congress should 
leave this alone? 

Mr. Erxet. I think so. I do not think they have any control over 
it. If it became widespread, I think there should then be some con- 
certed action taken by the conference. 

Mr. Downtne. Thank you. That is all. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. Mr. Eikel, does your association have any fee-splitting 
arrangement with the forw arders on the east or west — 

Mr. Erxet. That is hard to say, because, of course, I do not know 
all of the arrangements, but generally speaking they do not have. I 
know they object to it. There are some instances of it that they have 
noted, that have come to their attention, but, generally speaking, it is 
not done. 

Mr. Cowen. And the 114-percent brokerage fee is paid by either 
independent or conference lines within this area? 

Mr. Erxen. Yes, Isbrandtsen, for example, pays the same brokerage, 
: is my understanding, and that is what I consider the independent 
ine. 
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Mr. Cowen. Within the gulf area ? 

Mr. Erxet. Yes. 

Mr. Cowen. You state in the third paragraph on the first page: 
* * * by the terms of which these shippers pay rates slightly less than the 
public tariffs in consideration of using conference steamships exclusively during 
the term of the contract. 

From that I take it you feel that the higher rate in a dual-rate con- 
tract is the public tariff ? 

Mr. Erxet. Yes. My secretary put “public” there instead of “pub- 
lished,” and I did not catch it, you see. 

Mr. Cowen. You use the words “slightly less.” Some of these con- 
ferences with the dual-rate system have a differential as much as 
30 percent. 

Mr. Erxet. In the gulf, it is about 9 percent, I believe. It is about 
9 percent less. 

Mr. Cowen. Are you familiar with any that run as high as 30 
percent ¢ 

Mr. Erxer. No; Iam not. I do not think they are in the gulf. At 
least, I have been so informed. I of course do not know all of the 
tariffs. 

Mr. Cowen. Certainly 30 percent would make the word “slightly” 
out of place. 

Mr. Erxex. It certainly would be inaccurate. It is either 9, 10, or 
11, and generally 9 in the gulf. 

Mr. Cowen. You feel that the higher rate is then the realistic rate? 

Mr. Erxert. Yes; I think it is. I know that the steamship com- 
panies to whom I have talked think that they do not make money 
and I am sure they do not. I have seen some go out of business. 

Mr. Cowen. Well, sir, say there is a 9 percent differential. The 
dual-rate system is quoting a rate at 9 percent less for its conference 
signatory members and then an independent comes in with a rate 
10 percent less than that and so you have roughly a 20 percent rate 
offered by an independent carrier as against your so-called realistic 
rate of 100 percent. Do you feel that the independent lines are making 
a fair return on their investment ? 

Mr. Erxet. It is so difficult to speak about profitable returns on 
investments that generalizations, in my opinion, are likely to be inaccu- 
rate. I think these rates are set over a long period of time. I am 
familiar with some chartering arrangements and they fluctuate very 
widely. 

Mr. Cowen. Discounting the chartering rates, I am getting at 
the independent who regularly operates within an area whose rate 
is roughly 20 percent lower than the so-called realistic rate that 
you cite. 

Mr. Erxet. Yes. 

Mr. Cowen. Say they have been in business and continued to be in 
business and offer regular service. Does it stand to reason that their 
operations are more efficient than would be the conference operations ? 

Mr. Erxer. Well, that, too, is hard for me to answer because of 
the fact that efficiency in operations varies widely between steamship 
lines. I have seen it. The independent Isbrandtsen, of course, has 
differed markedly in his practices over the years, so he must be effi- 
cient. I have no doubt that Isbrandtsen is efficient. I also know that 
the conferences, in my opinion, are efficient, too. 
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Mr. Cowen. Agreeing that that is correct, you have on that basis 
there a 20 percent differential in efficiency of operation. The so-called 
conference American flag lines are subsidized so that would it not 
stand to reason that there is a vast difference in their mode of 
operation ? 

Mr. Erxet. I would say not and the reason why I am being general 
and somewhat vague in replying to your question is because it is my 
belief that your rates are profitable when you have good trade condi- 
tions and unprofitable, unless you make them fluctuate widely, when 
conditions are bad. 

When you have a very slim volume of cargo shipped at the same rate 
it does not make any money at all. What you do is balance your rate 
over a period of years so that your efficiency of operation reflects 
the world trade conditions and you have to be efficient to eke out your 
lean years from your profitable fat years. 

Mr. Cowen. Yes, sir. 

Mr. Erxet. I would think that the 20-percent differential that 
enables an independent to operate shows that they are efficient. I do 
not believe any competitive line today, American line, can be profitably 
operated unless it is reasonably efficient. 

Mr. Cowen. It is economically sound, then, that your rates over a 
period of years would try to cover the lean years as well as the fat 
years? 

Mr. Erxet. Yes. 

Mr. Cowen. But at the same time your nonconference or inde- 
pendent lines are still quoting that 10 percent less than the conference 
lines. 

Mr. Erxet. They must, of course. Then they make up the difference 
on volume of freight by virtue of the traffic. That is the reason why 
they are profitable. In other words; any line, I think, if it could get 
volume of traffic by quoting a 25- percent rate and fill its ships over 
time, could be profitable. I think it is the volume of cargo that makes 
the tremendous difference, of course, as well as your rate. You can 
have great volume of cargo and still lose money on voyages. The coal 
trade, for example, was very profitable and then the rates fell and 
they had volume but no profit, so that it is hard to generalize, but I 
do think that the attraction of the independent is that volume, and 
as soon as it becomes unprofitable, he stops, which is not true of liner 
services over a period of years. 

Mr. Cowen. That is true but you do know of independents who 
have operated within this area regularly and who have offered service 
over a term of years? 

Mr. Erxet. Yes. Because I have never examined it very closely, I 
do not know how regular the services are. In other words, they can 
have a number of ships during peak months and then the rest of the 
year have an occasional ship and be very efficient in their operations. 

Mr. Cowen. On page 4, the last sentence in the first paragraph, you 
say: 

* * * and in view of the international character of ocean trade it would be 
unwise in the opinion of the Texas ocean freight brokers and forwarders and 


not in the interest of shippers to impose legal restrictions on conferences that 
would invite ocean freight wars. 


What legal restrictions did you have in mind there? 
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Mr. Erxex. Outlawing the contract system. If you outlaw the 
contract system as such, T have no doubt that for eign lines not bound 
by any antitrust act could abroad have agreements among them- 
selves that would lead to reduced rates to get volume and you would 
have ocean freight wars. These people have seen that, as a matter of 
fact. 

Mr. Cowen. How is it that conferences which do not use the dual 
rate system continue to operate ? 

Mr. Erxex. I think you have to look at each of the conferences and 
examine it closely to see because the conferences vary. I think where 
you have certain conferences with large book shipments, it just does 
not make sense to them to cut each other’s rates. Where you have a 
few lines, for example, I think that there, perfectly honestly, they 
go to London and agree on what the rate is because if you have two or 
three there is no question about it. 

Mr. Cowen. They do what, sir? I did not understand. 

Mr. Erker. I say, where you have an area where you have a few 
shippers and foreign lines, they agree abroad on what the rate should 
be to some extent because those arrangements are not forbidden by 
foreign law. You have other trades where you have many lines like 
in the United Kingdom trade where you have no contract system. 

Mr. Cowen. But you have conferences which operate and which 
publish their tariff under the law? 

Mr. Erker. Yes. 

Mr. Cowen. They are operating and have been operating without 
a dual rate system ? 

Mr. Erker. Yes. 

Mr. Cowen. Do you infer, sir, that when agreements are made 
abroad that possibly rebates enter into it? 

Mr. Erker. I do not thing rebates enter into it. I do not mean 
that at all, because they do not, in my opinion, because the Americans 
will not pay them; but I believe that in arriving at the rate structure 
they more or less agree on what is to be a compensator y rate and they 
abide YF that rate by private agreement in their published tariffs. 

Mr. Cowen. As an attorney, sir, do you think that the ordinary 
conference contract as it is now drawn in a unilateral contract, a bi- 
lateral contract, or merely an illusionary contract ? 

Mr. Erxer.. Well, I think it is bilateral and therefore a legal con- 
tract, but it has characteristics which make it more or less illusory, to 
be perfectly honest with you. 

Mr. Cowen. Where is the bilateral part? 

Mr. Erker. Both of them agree to have shipments and, of course, 
the weakness in the steamship side is that they agree where they have 
services available that they will have it. 

Mr. Cowen. That*is correct, sir. They do not obligate themselves 
in any way whatsoever, do they ? ? 

Mr. Erker. Well, they do not eee themselves. It is general 
language but it is not like other contract , We will say, yes. 

Mr. Cowen. Can it then be a bilateral ge Rees’ 

Mr. Erxern. I think so, but, of course that depends on the court in- 
terpreting it largely, and the conduct of the party. There are so 
many vague contracts which have been upheld that I would say that 
it is a vague contract. 


_——_ 
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Mr. Cowen. You do believe, then, that the conference or the 
steamship operators that comprise the conference obligate them- 
selves in some way ? 

Mr. Erxet. I think that they obligate themselves. I think that they 
could avoid possibly if the matter came down to a contest. 

Mr. Cowen. They are in a position, then, where legally the shipper 
has no redress, does he? 

Mr. Erker. Of course, that 1s the problem, I think, generally, that 
you are confronted with. The average shipper cannot control the 
shipping. A big shipper can. That is why the Federal Maritime 
Board has a position in the picture, of course, but an average and 
small shipper cannot control rates or steamships, either. Therefore, 
it is just the aggregate of the trade that gives him this strength. 

Mr. Cowen. Let me see if I understood you there. 

You say the large shipper can control rates? 

Mr. Erxen. He cannot control them but he can have a great deal of 
weight. 

Mr. Cowen. And the small shipper cannot? 

Mr. Eixei. I would say the small shipper cannot, the average 
shipper. I think that is why the contract system is favored by these 
forwarders because they believe it is to the best interest of the average 
shipper. 

Mr. Cowen. Are you saying that, under the dual rate system, the 
large shipper has a modicum of control over rates an d the small 
shipper has not ? 

Mr. Erxen. He has a modicum of control because a large shipper, 
of course, can charter space, he can charter ships. 

Mr. Cowen. That puts him in a better bargaining position ? 

Mr. Erker. It does. 

Mr. Cowen. Does that not tear down the entire system of dual 
rates? 

Mr. Erxet. I think not, because he does not have the desire to tear 
them down either. The large shipper wants forward bookings, too. 

Mr. Cowen. The dual rate system is based on the fact of large and 
small being treated alike. When you make the statement that the 
large ship} er can exert control over rates where the small shipper 
cannot, hare you not destroyed the use of the dual rate system ? 

Mr. Erxet. I think not. I think that one large shipper, for ex- 
ample, who can book, say, two or three steamship capacity bookings 
in a certain period of a ye ai as long as you have intern: ational com- 
petition of steamships and his interests are so strong that he wants 
to ship, he can get ships, and you see it in certain trades. The average 
shipper who cannot, say, book more than a quarter of the capacity of 
a ship for irregular per ‘iods of time must have some protection because 
of the fact that he cannot get a ship when he wants it except by 
regularity of sailings. 

Mr. Cowen. Allright. That isall. 

Mr. Garmatz. Thank you very much, Mr. Eikel. 

Are there any other witnesses here who have requested to be heard 
before the committee who have not been called upon? 

Mr. Hitz. Mr. Chairman, I am chairman of the Gulf and South 
Atlantic Havana Steamship Conference, and the Gulf and South 
Atlantic-Cuban Outports Conference. I made a request to be heard. 
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Mr. Garmatz. Our next witness is Mr. Fred D. Hill, who is chair- 
man of the Gulf and South Atlantic Havana Steamship Conference 
and also chairman of the Gulf and South AtlantioCuben Outports 
Conference, New Orleans, La. 

You may proceed, Mr. Hill. 


STATEMENT OF FRED D. HILL, CHAIRMAN, GULF AND SOUTH 
ATLANTIC HAVANA STEAMSHIP CONFERENCE, AND CHAIRMAN, 
GULF AND SOUTH ATLANTIC-CUBAN OUTPOSTS CONFERENCE, 
NEW ORLEANS, LA. 


Mr. Hitz. Mr. Chairman and members of the committee, my name 
is Fred D. Hill, I have been employed for the past 10 years by the 
following conferences of which Iam chairman: 

Gulf and South Atlantic Havana Steamship Conference, agreement 
No. 4188, approved April 24, 1935. 

Gulf and South Atlantic-Cuban Outports Conference, agreement 
No. 8150, approved October 3, 1952. 

Six carriers, four of which are United States companies (including 
one subsidized line) and two foreign companies, constitute the mem- 
bership of the Gulf and South Atlantic Havana Steamship Confer- 
ence as follows: 

Compania Naviera Cubamar, S.A. 
Lykes Bros. Steamship Co., Inc. 
Standard Fruit & Steamship Co. 
United Fruit Co. 

Ward-Garcia, S.A. 

West India Fruit & Steamship Co., Inc. 

Two carriers, one a U.S. company and the other foreign, constitute 
the membership of the Gulf and South Atlantic-Cuban Outports 
Conference as follows: 

United Fruit Co. 
Ward-Garcia, S.A. 

The lines members of the Gulf and South Atlantic Havana Steam- 
ship Conference associate themselves together under conference agree- 
ment to serve exporters and importers in the trade between U.S. gulf 
and South Atlantic ports south of Virginia to Havana, Cuba, and to 
Cuban mainland outports, namely, Mariel and Matanzas, Cuba, either 
by direct service or via Havana. 

Members of the Gulf and South Atlantic-Cuban Outports Confer- 
ence serve the range of U.S. gulf and South Atlantic ports south of 
Virginia to ports in Cuba other than Havana, Mariel, Matanzas, and 
Santiago de Cuba. 

To promote commerce of the United States and for the common 
good of shippers and carriers and for providing just and economical 
cooperation between the carriers operating in the trade, most of all 
ports within the scope of these conference agreements are rendered 
a frequent and very dependable service by members of the conferences. 

Export sales to Cuba involve almost every mentionable commodity 
and distance and running time between ports embraced by the con- 
ference agreements makes for a highly competitive trade. In our 
opinion it is essential, therefore, to have an effective conference con- 
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tract system. If not, utter chaos in our trade would be inevitable. 
Market conditions would become a shambles. 

The following may be repetitious with respect to your record ; how- 
ever, since we in our trade are now involved and faced with a rate 
war ‘of minor proportions we can sincerely state that it certainly 
is no “picnic.” In order to keep our shipper and receiver clientele in 
a competitive position, our carriers have been subjected to some stag- 
gering losses. These conditions have been brought about by cutrate 

raiders who seem to have little or no concept of ratemaking. 

We, in our trades, employ the dual rate system; also the member 
lines have imposed upon themselves codes of fair competition. ‘This 
self-regulation has done much to prevent rate wars and to promote 
stability of rates and shipping practices. However, the competitive 
situation created by three nonconference lines, namely, the Ayo Line, 
Palmer Line, and Southern Line, together with various other schooner 
operations of lesser stature, has created in our trade a depressed rate 
situation which has, as previously stated, subjected our carriers to 
severe losses. The resulting situation has been created despite the 
fact that we employ the contract system due to various means of 
subterfuge being resorted to. 

The starting point of modern rate wars is reached when a noncon- 
ference carrier tries to secure available cargo, not by giving better 
service, but merely by keeping its rates constantly just below those 
of the conference. 

At this point we are faced with the unattractive alternative of 
either abandoning the trade to an outsider, which is unthinkable, or 
resigning ourselves to a rate war to protect our clientele and our- 
selves. The result is generally that in time the operation becomes 
unprofitable for all concerned, the outsider moves on to greener 
pastures and the conference lines, committed as they are to scheduled, 
dependable service, are left to restore some semblance of order. Upon 
reflection (bearing in mind the economy of the foreign country that 
we serve), it is uniformly the case that (1) nothing has moved in 
excess of what would have gone forward at the original reasonable 
rate; (2) the exporting public here and the importing public abroad 
has doce subjected to unnecessary confusion, the regular inland trans- 
portation patterns have been disrupted and all have been annoyed 
to no good purpose; and (3) the regular carriers have been forced 
to absorb undue financial losses at the instance of less responsible 
parties having no investment in the trade and making no pretense at 
contributing to the common welfare. 

We are honored and grateful for this opportunity to present our 
views. 

Mr. Garmatz. Mr. Anfuso? 

Mr. Anruso. I have no questions. 

Mr. Garmarz. Mr. Downing? 

Mr. Downina. That was a very interesting statement, Mr. Hill. 
You say you are on the verge of a minor rate war in the C uba area ¢ 

Mr. Hitz. Yes,sir. W e have been for the past 3 or 4 years. 

Mr. Downtna. This is because the independent or tramp operations 
are taking away the cream? 

Mr. Hixz. Yes, sir. 
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Mr. Down1nc. What efforts have you made to sign up the Cuban 
consignees in the conference 4 

Mr. Hix. Effort has been made in that direction and we have ex- 
perienced some success. However, this is a highly competitive trade 
due to the short distance between the gulf and Cuba, and as the 
independent lines are constantly cutting rates, the receivers and 
shippers, receivers primarily are reluctant to enter into a tying ar- 
rangement where the very next day an independent may bust the rate 
wide open, and you have a market condition where it is very difficult 
to handle it. 

Mr. Downtna. Where does most of this trouble occur? Is it Cuba 
inbound ? 

Mr. Hitt. Outbound to Cuba, from the gulf to Cuba. 

Mr. Downina. How long has this been going on? 

Mr. Hiri. This has been going on for a period of, I would say 
3 or 4 or 5 years. 

Mr. Downina. How many times have your rates been reduced 
that period ? 

Mr. Hiuxi. Our rates have been reduced from what we consider a 
reasonable rate down to a noncompensatory basis. On various large 
movement commodities, our lines are being forced to take some very 
staggering losses. 

Mr. Downina. And the independents are still operating ? 

Mr. Hitz. They are still operating. 

Mr. Downtna. On page 3, youstate that: 

The resulting situation has been created despite the fact that we employ the 
contract system due to various means of subterfuge being resorted to. 

Could youe!aborate a little on that? 

Mr. Hitt. Well, one point is, as I stated before, the distance between 
the gulf and Cuba is very short and these nonconference lines are 
not averse to approaching the consignee and using any method which 
they think can secure them cargo—one being to use the name of the 
receiver on the shipping documents, thereby relieving the shipper of 
his contract obligation. They are not adverse to suggesting free 
alongside ship and free on board shipments to the consignees, using 

the fre ight forwarder’s name—various methods such as that in order 
that their shippers may get around the contract. 

Mr. Downing. Are there any commodities, particularly, where this 
prevails? 

Mr. Hn. There are some commodities which move in large cargo 
lots that they are particularly shooting at on which the rates on those 
commodities have been depressed to such a level that I do not see how 
anybody can make any money on them. 

Mr. Downina. Thank you, sir. 

Mr. Garmatz. Mr. Mailliard. 

Mr, Matur1arp. Mr. Hill, one statement which you make here on 
page 3 interests me. On your point (1) of the points that you make 
there, can you document the fact that when you get into the situation 
such as you have been in the past few years that this does not in any 
way stimulate increased movements of cargo? 

Mr. Hi. No, sir. The situation—the economy of Cuba being 
such as it is—they export X amount of dollars’ worth of sugar, to- 
baccos—the products which they export—and their economy is such 
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that they will import X amount of dollars’ worth of goods regardless 
of what the rate is. I do not mean regardless of what the rate is, but 
a reasonable rate. 

Mr. Mau1arp. Of course, it is usually that when a lower steamship 
rate becomes effective they w ill import more ? 

Mr. Hutt. In our situation that is not true. The importers have a 
certain quota, such as foodstuffs, to import. Unless the Government 
increases that quota they cannot import any more. That cargo will 
move regardless of what tine ate is. 

Mr. Maruuzarp. In other words, that point that you make here you 
can show applies to your particular trade but you would not be sure 
whether this would apply to some other trade? 

Mr. Hutu. I can only speak for my trade, sir. 

Mr. Marturarp. That is all. 

Mr. Garmatz. Mr. Glenn. 

Mr. Guenn. I have no questions, Mr. Chairman. 

Mr. Garmatz. Mr. Drewry. 

Mr. Drewry. Mr. Hill, in the Gulf and South Atlantic Havana Con- 
ference, the membership of which you list here, has there been much 
fluctuation in the membership over the 10 years in which you have 
been chairman ? 

Mr. Hiti. We have had at one time as high as eight members, I be- 
lieve, but it has not gone below that number of members in the past 10 
years. We have had additional members. 

Mr. Drewry. What about the identity of the membership? Have 
these six companies been the members # 

Mr. Hitt. Two of those members are charter members and the 
other members have been in the conference for a good many years. 

Mr. Drewry. Have you sent to us or have we requested copies of 
your contract between your members, the me mbership agreement, and 
copy of your dual rate contract with the shippers? 

Mr. Hix. No,sir. You have not. 

Mr. Drewry. Would you mind sending it to us in Washington ? 

Mr. Hitz. I would be more than happy to do that. 

(Copies of contract in committee files.) 

Mr. Drewry. Do I understand from your reply to Mr. Mailliard 
that the movement of business has been the same with the rate war as 
it would have been without it ? 

Mr. Hitz. It has been the same. There has been no increase in the 
volume of cargo which would move to Cuba under a reasonable 
condition. 

Mr. Drewry. Has there been a decrease ? 

Mr. Hitt. In the past years, of course, with the secession here, there 
has been a decrease. As we all know, there has been a change in the 
circumstances in Cuba which has caused a certain decrease in the 
volume of imports. However, we hope that that will pick up. 

vie Drewry. What has occurred to me is that over the past 4 or 
5 years in which you have been with the dual rate system, you have had 
ac onditite of instability in that trade. 

Mr. Hint. That is true, primarily because of the fact that these 
nonconference lines have used almost every method they can to beat 
down the contract. 
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Mr. Drewry. Despite the instability, the business volume has re- 
mained just about what it would be? 

Mr. Hitz. That is true. However, I think that without the dual 
rate system we would be in an all-out rate war. There is no question 
in my mind at all but what we would have been. 

Mr. Drewry. That is all, Mr. Chairman. 

Thank you. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I have just a few questions. 

Mr. Hill, is anyone of the three lines that you cite on the top of 
page 3 an American-flag line ? 

Mr. Huu. No, sir, they are not. 

Mr. Cowen. How long have they been in that trade ? 

Mr. Huu. The first line, the Ayo Line, has been in the trade for the 
past 5or6 years. The Palmer Line has been in the trade for the last 
3 years. The Southern Line just recently came into the trade within 
the last year. 

Mr. Cowen. During the 5-year period and 3-year period, have they 
been providing regular service ? 

Mr. Hitz. They have a form of regular service, yes. 

Mr. Cowen. What percentage of reduction do they give under your 
contract rates ? 

Mr. Hix. It is very hard to determine. Usually they operate 10 to 
20 percent under the conference but with some commodities they 
just go way off base and take some high rated commodity and cut it 
prac tically i in half. 

Mr. Cowen. The reason I asked that question, sir, is that I talked 
to 2 complainant within the gulf area who stated that the conference 
rate was $2.86 as against a $1.23 nonconference rate and that that 
nonconference line had been giving regular and stable service for a 
period in excess of 3 years. “My recollection is not good enough to 
know whether either of these might have been the line, but your state- 
ment that they cut completely below is certainly borne out. 

Mr. Hirx. There is no exact percentage point which we have been 
able to arrive at. They go hog wild, you might say, on some of these 
things. 

Mr. Cowen. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Anfuso. 

Mr. Anrvuso. I have no questions. 

Mr. Garmatz. Mr. Downing. 

Mr. Downtne. I have no questions. 

Mr. Garmatz. Thank you, Mr. Hill. 

Mr. Hinz. Thank you very much, 

Mr. Garmatz. At this time I would like, in behalf of the subcommit- 
tee as acting chairman, to thank the press for their fine coverage of the 
hearings and also to thank the m: uny witnesses who have appeared and 
given their time to the committee and expressed their views and 
experiences for the benefit of the committee. 

This will close the hearings here in the city of New Orleans. 

The hearings will continue later on in Washington and in various 
other cities until we finally hope to come up wit th some legislation of 
some sort that we hope will be beneficial to the entire maritime setup. 
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Is there anything further ? 

If not, the hearing is adjourned. 

(Whereupon, at 11:25 a.m., the subcommittee adjourned, subject to 
the call of the Chair.) 

(The following was furnished for insertion.) 


MosILeE, ALA., May 5, 1959. 
Hon. HerBert E. BONNER, 
Chairman, Merchant Marine Affairs Committee, House of Representatives, 
Washington, D.C. 

DEAR Siz: We are exporters of rosin, turpentine, and other naval stores prod- 
ucts, shipping for our own account, also making sales of several thousand tons 
of such products annually to other exporters on f.o.b. and f.a.s. steamer basis, 
such shipments usually being made in the name of the other exporter or his local 
forwarding agent, presumably because he does not want his foreign buyer to 
know who actually supplied the goods. 

We have just closed our fiscal year on April 30, and all of our staff are quite 
busy now and will be for the next few weeks, so it will not be practicable for 
us to have a representative appear in person before your committee in New 
Orleans next week, but we would like very much to present our views in the 
matter to be discussed at the meetings May 12 and 14. 

We have nothing against steamship conference contracts as such—in fact we 
are contract shippers on many routes ourselves. We do object definitely, how- 
ever, to any proposal to legalize permanently the so-called contract dual-rate 
system by act of Congress or otherwise. We also are quite disturbed by state- 
ments to the effect that if this proposal is enacted into law, not only c.i.f. and 
ce. and f. transactions will be covered, but f.a.s. and f.o.b. steamer sales as well. 
We have heard some conferences are proposing that, regardless of whose name 
appears in ocean bills-of-lading, shippers’ export declaration, ete., as the shipper, 
the person or company which actually delivers the goods to the wharf is the 
shipper, in fact, and if such person or company is a conference contract signer, 
delivery to an independent or noneconference vessel, even for the account of 
another exporter who is not a conference contract signer, shall constitute a 
violation of contract on the part of the person or company making such delivery, 
making them liable to punitive damages. We have heard well-defined rumors 
to this effect and believe there is some basis for them. If such provision should 
be enacted into the proposed law, then there would be only two alternatives left 
to us—either refuse to make such deliveries for account of others to noncon- 
ference vessels, which would result in the loss to us of most of such business, or, 
to cancel our own conference contracts, which we could not afford to do as 
many routes are not served adequately by independent steamship companies, 
and we could not compete if we had to pay the higher rates of the conference 
lines assessed nonsigners of contracts. We would stress that we have no control 
whatever over such f.o.b. or f.a.s. transactions, frequently being unaware, until 
we receive actual delivery orders from buyers, name of carrying vessel, destina- 
tion of goods, ete. 

Respectfully submitted. 





TAYLOR, LOWENSTEIN & Co. 


INFORMATION REQUESTED OF MATTHEW S. CRINKLEY, EXECUTIVE VICE PRESIDENT, 
ISBRANDTSEN Co., INc., NEw YorxK, N.Y., DurINa HEARINGS HELD BEFORE THE 
SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES OF THE HOUSE COMMITTEE 
ON MERCHANT MARINE AND FISHERIES ON MaArcn 18, 19, 1959. 


As shown on page 64 of the galley proofs of the testimony I gave to the 
committee, Mr. Thor C. Tollefson requested information as to the rates charged 
by Isbrandtsen Co., Inc., on tobacco. I understood what was requested was 
information concerning freight rates charged by our company since World 
War ITI. 

In accordance with this request, I am pleased to submit the following informa- 
tion as to rates which were quoted on raw leaf tobacco, in hogsheads, from 
U.S. North Atlantic ports to the various ports shown, in connection with our 
liner or common carrier services. 
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From U.S. North Atlantic ports— 


Per 100 

To : re srdam, > 
7 oF kaoeehnae aeons To Hamburg and Bremen : pounds 
A o 1 1946 $2 90 Aug. 1, 1946 << Se ee emer eee $3. 20 
ee res re, June 96, 108.2 2.90 
oe = ae y es O° TS 2. 50 
ug. ’ PLO —-— ee a. Sr > 99 948 9 95 
ee OO a 2.00 Se Sy eerie mermernen 2. 25 
. 99 049 ee 1.80 PUG CO) Fe ccemomauaneninn 2. 00 
a RL 2 Sept. 24, 1949__-_________- 1. 80 
Nov. 17, 1949-------------- “4 | Mar. 6; 12000..__..._... 1.70 


(Since January, 1955, we have not participated in the transportation of raw 
leaf tobacco in the aforementioned trade, and, accordingly, have not quoted 
freight rates. We may add that other independent carriers have been active in 
this trade up to and including the present time.) 





_ a eas bo - Per 100 
I ae an, See Smueee To Karachi and Bombay: pounds 
, Soe, . 1948 MR 0 BA 2 ke 8 $2. 60 Jan, 22, 1951 —<-- - - - - - - - $1. 75 
Dee. ai. 1949 Se ee ee a 85 Per 2,2 40 
get Re a ee eee 1. 60 pounds 
BOP, TO, BRO kscnnatameaes 1. 80 BEE Rts ROO cc eceetesen $51. 50 
| 
Per 2,240 | Per 2,000 
pounds | To Singapore: pounds 
Nov. 15. 2901 ...20no-nenss SIe00 Le eS ee $48. 50 
BDA a Ol ii wea clive 40. 00 et, ee OA ot 49. 50 
I esis tins il ae 46. 00 Se 70. 00 
OR ee | es 55.00|To Yokohama, Kobe, Hong 
Dec. 8, 1958__-_-- Eee 5d. 50 Kong, and Manila: 
To Red Sea, Gulf of Aden ports: Oe ae ea 44. 00 
RE sick, Swen 42. 50 May. 22, 2047 ccceccu. 320505 
DOV. 20c BeOL oon nate 46. 00 OR. GO ceo 48. 75 
ON a a Sk 53. 00 Fon: Be 140. 43. 25 
ee re 51. 00 NO¥; 2). Beet 5 nose le 51. 50 
BORY 20y 200 wale ds 63. 50 PS TL Oe | aa 56. 50 
Per 100 MOP uO. Toes ecw k 61. 25 
pounds 

gan, 22, 1947_._ were $1. 45 

et Ee, "8eGGse eC 1.65 


As shown on page 64 of the galley proofs of the testimony I gave to the com- 
mittee, Mr. Thor C. Tollefson requested information as to the rates charged by 
Isbrandtsen Co., Inc., on cotton, in high density bales. I understood what was 
requested was information concerning freight rates charged by our company 
since World War II. 

In accordance with this request, I am pleased to submit the following informa- 
tion as to rates which were quoted on cotton, in high density bales, from U.S. 


guif ports to the various ports shown, in connection with our liner or common 
carrier services. 


From U.S. gulf ports to Havre, Antwerp, Rotterdam, Amsterdam, Hamburg, 
and Bremen 


Aug. 25, 1948 


eal eri alaaia ee isan a igo ea ag dad ee ee a a per 100 pounds__ $1. 60 
Aue, 1D. 1040.......... ahs Soe pee NRRSEE  g et e e menee BO cscccce ~ Roo 
RN hs Deni dita cs enc Ste csc ccd ee ee lr teemocac. 4b 
guy 15. 3654: st athe data as i Nn a a ae per 2,240 pounds__ 26. 50 
I 6 ks 5 ee eee he lame re nid eOOu usu. F200 
I aE i al re ek et i bee oe per 100 pounds__ 1.60 
July 1, 1952 Reh gacie een nade a ata cece is nein, ws Aan per 2,240 pounds__ 32. 50 
PR ctl a SA eo ct aloe popes Sas Ascii Ns per 100 pounds__ 1.30 


Notg.—Isbrandtsen Co., Inc., withdrew from operations in this trade in June 1955. 
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The following rates were quoted and applied to shipments moving in full cargo 
lots—tramp service—as Isbrandtsen Co., Inc., did not operate liner service from 
South Atlantic and gulf ports to destinations shown: 


Per Yokoham:; 4 sok 
To Karachi, Bombay, Calcutta 109 |T°, Yokohama, Kobe, Osaka, per 


: Hong Kong, Manila and 100 
and Colombo : pounds gee ' unde 
ee MN secant $1.40), "eee ‘ae 
a, 1. 60 ian Ove oS bors "1 55 
DOR DON SO ceca smcnniees 1. 20 ape ae flee Me RD eT Ts ry 
Apr. oi 300) moe nn nnn ea=-= 1. 80 To Singapore (No liner service 
Oct. 12, 1951_------------- 1.95 operated, but the following 


ee rates quoted on tramp basis) : 
Osaka, Pee Ae AO SS or 1. 50 
Pye Eee) Bee ee ai 1:72 


To Yokohama, Kobe, 
Hong Kong, Manila, and 
Shanghai: 

PRs AB SO ca a hi ss 1. 60 
MES, Bi. ia csi sacccantareteiuacen 1. 96 


On page 83 of the galley proofs of the transcript of hearings at which I testi- 
fied, there appears a request by Mr. Thor C. Tollefson that I obtain and advise 
the names of the independent steamship lines driven out of business in trades 
where the conference contract dual rate system was used and also in trades 
where the conferences did not use the conference contract dual rate system. 

Naturally, such information would not appear in the files of Isbrandtsen Co., 
Ine., and I have been endeavoring to get the information elsewhere. 

Our counsel, Hon. John J. O’Connor, of Washington, D.C., sent me what is 
supposed to be a list of nonconference operators as disclosed in the records of the 
Regulation Office of the Federal Maritime Board, and which list, I understand, 
is dated April 8, 1959. It may be the list was prepared by the Federal Maritime 
Board at the request of the special subcommittee of the House Committee on 
Merchant Marine and Fisheries. However, I am unable to make any effective use 
of this list in attempting to supply the information requested by Mr. Tollefson 
because I am satisfied it contains a substantial amount of errors. 

For instance, the list contains several references to American Export Line 
operating on various conference routes, but American Export Line does not 
operate on a nonconference basis but invariably is a member of conferences or 
trades where they operate. The same applies to the Italian Line, the Prudential 
Line, U.S. Lines, Lykes Lines, Grancolombiana Line, Hellenic Line, De La Rama 
Line—the Chilean Line as to some trades, at least—the Mitsui Line as to some 
trades, Moore McCormack Line, States Marine Lines, Waterman Lines, Central 
Gulf Lines as to some trades, Hamburg American Line, Kawasaki Kisen Kaisha, 
Home Lines, Canadian Pacific Lines, Fern-Ville Lines, Torm Lines, and Khedival 
Line, ete. 

I feel reasonably certain a good many other lines on this list are not inde- 
pendent or nonconference carriers, but I have access to no reliable source of 
information in that respect. 

I can only make comment as to the following lines, and here, too, I have no 
personal knowledge but am basing my comments on information obtained from 
a number of sources. These sources could not in all cases give me dates, but I 
am commenting on these lines by name with the thought that if the committee 
is interested it might obtain specific information from the Federal Maritime 
Board, or otherwise. 

When German-fiag vessels first began to appear after World War IT, the Ham- 
burg American Line and the North German Lloyd Line commenced regular op- 
erations between U.S. North Atlantic ports and Continental Europe. They were 
represented by U.S. Navigation Co., New York, as agents. After operating as 
independents for a short time, both Hamburg American and North German 
Lloyd joined the conferences. Why, I do not know. The U.S. Navigation Co. 
did operate some vessels on a nonconference basis between U.S. North Atlantic 
ports and Continental Europe. However, if has been some years since they have 
been so operating, although they still advertise as independent operators in this 
trade. I have no knowledge why they discontinued operations. 

I am informed that Farm Lines operated a few ships some 7 or 8 years ago 
between U.S. North Atlantic ports and Lakes ports and Continental Europe, but 
went bankrupt because they could not obtain sufficient cargo, as I understand it. 

Some of the interests in Farm Lines, along with others, in about 1956—57, 
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began regular operations as the Nautica Line between U.S. North Atlantic ports 
and Continental Europe as nonconference carriers. It appears they operated for 
about 16 to 17 months but went out of business because of the conference contract 
dual-rate system and the fact that the conference declared emergency or fighting 
rates on a number of items which Nautica heretofore had been able to obtain. 

For many years, States Marine Lines operated in some trades on a noncon- 
ference basis, particularly from U.S. gulf ports to Continental Europe. In 1949 
they joined the conference in that trade and about the same time the conference 
contract dual-rate system was instituted by that conference. We assume there 
was some connection, but I have no definite information. 

For many years the Mitsui Line operated from U.S. Pacific coast ports to Con- 
tinental Europe on a nonconference basis. At one time they filed a complaint 
with the Federal Maritime Board against the Pacific Coast European Confer- 
ence claiming the conference was wrongfully interfering with the business of 
Mitsui as to cargo bought by customers in Europe on an f.o.b. basis with ship- 
ment instructed via Mitsui. Before a decision of the Federal Maritime Board 
was rendered, Mitsui was admitted to the conference and one consideration for 
such admittance was that Mitsui would withdraw the aforesaid legal action. 

I am informed that Gulf Shipping Lines commenced operations as a non. 
conference line in 1950 between U.S. gulf ports and Continental Europe. They 
were in operations only a few months and I assume they discontinued because 
they were unable to get sufficient cargo because of the conference contract 
dual-rate system which the conferences in that trade had established. 

In 1954-55, I am informed that two or three of the large cotton exporters, in 
connection with other parties, established a line to the Far East as a counter 
to the fact that Anderson, Clayton, the largest cotton exporters in the world, 
owned a very substantial interest in States Marine. Operations were carried 
on for a few months and I am informed the enterprise came to nothing because 
the operators were not able to obtain sufficient cargo in the face of the con- 
ference contract dual-rate system which the Far East Conference had established 
in that trade. 

In the trade between U.S. gulf ports and Cuba, I am informed the following 
small, nonconference lines attempted operations but went out of business be- 
cause of the conference contract dual-rate system used by the conference in this 
trade and the fact that the same conference instituted some kind of contract 
system with the receivers in Cuba: Pennmar Line, Alamar Line, the Empresa 
Naviera de Cuba, the Dualca Steamship Co. 

I am Satisfied the advices here noted do not at all provide anything even 
reasonably complete in compliance with the request of Mr. Tollefson, and I must 
again state that I have endeavored to obtain reliable information but have not 
been able to find a source on which I could rely as being complete or accurate. 

MatTrHew S. CrInKLeEyY. 


x 








